
Attachment A

BEFORE

THE PUBLIC SERViCE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS

August'8, 2006

Application of Carolina Water Service, )
Inc. . for adjustment of rates and charges ) SETTLEMENT AGREEMENT
for the provision of water and sewer service. )

This Settlement Agreement is made by and between the Office of Regulatory Staff

("ORS") and Carolina Water Service, Inc. ("CWS" or "the Company" ) (together referred to as

the "Parties" or sometimes individually as "Party" ).

WHEREAS, the Company has prepared and filed an Application seeking an adjustment

of its rates and charges and modifications to certain terms and conditions set out in its rate

schedule for the provision of its water and sewer service;

WHEREAS, the above-captioned proceeding has been established by the South Carolina

Public Service Commission ("Commission" ) pursuant to the procedure established in S.C. Code

Ann. ( .58-5-240 (Supp. 2005), and the Parties to this Settlement Agreement are the only parties

of record in the above-captioned docket;

WHEREAS, since the filing of the Application, ORS has propounded numerous data

requests to CWS and the Company has provided those responses to ORS,

WHEREAS, ORS has audited the books and records of the Company relative to the

matters raised in the Application and, in connection therewith, has requested of and received

from the Company additional documentation;
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WHEREAS, the Parties have varying legal positions regarding the issues in this case;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of the

issues would be in their best interests and in the case of ORS, in the public interest; and

WHEREAS, following those discussions the Company has determined that its interests

and ORS has determined that the public interest would be best served by stipulating to a

comprehensive settlement of all issues pending in the above-captioned case under the terms and

conditions set forth herein,

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms,

which, if adopted by the Commission in its Order on the merits of this proceeding, will result in

rates and terms and conditions of water and sewer service which are adequate, just, reasonable,

nondiscriminatory, and supported by the evidence of record of this proceeding, and which will

allow the Company the opportunity to earn a reasonable rate of return. .

The Parties agree that no documentary evidence will be offered in the proceeding

by the Parties other than, (l) the Application filed by the Company, (2) the exhibits to the

testimony referenced in paragraph 2 below, and (3) this Settlement Agreement with Exhibits

"A"- "G"attached hereto„

2., The Parties stipulate and agree to include in the hearing record of this case the

pre-filed direct testimonies of Steven M. Lubertozzi and Bruce T.. Haas, the direct testimonies of

Sharon G. Scott and Dawn Hipp attached hereto as Exhibits "A" and "B",respectively, and the

rebuttal testimonies of Bruce T. Haas and Steven M. Lubertozzi attached as Exhibits "C" and

"D", respectively, including all exhibits attached to said testimonies, without objection, change,

amendment, or cross-examination, Further, the parties agree to include in the hearing record of

this case without objection, change, amendment, or cross examination the testimony of witnesses
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B. R. Skelton, PhD. and Converse A. Chellis, III, CPA, attached hereto and incorporated herein

by this reference as Exhibits "E"and "F",respectively,

The Parties stipulate and agree that the accounting exhibits prepared by ORS and

attached to the testimony of Sharon G. Scott {filed herewith as Exhibit "A") fairly and

reasonably set forth the Company's operating expenses, pro forma adjustments, depreciation

rates, rate base, return on equity at an agreed upon rate of 9.,40%, revenue requirement, and rate

of return on rate base.

The Parties stipulate and agree that the rate schedule attached hereto as Exhibit

"G", including the rates and charges and terms and conditions of service, are fair, just, and

reasonable. . The Parties further stipulate and agree that the rates contained in said rate schedule

are reasonably designed to allow the Company to provide service to its water and sewer

customers at rates and terms and conditions of service that are fair, just and reasonable and the

opportunity to recover the revenue required to earn a fair return on its investment.

5, ORS is charged by law with the duty to represent the public interest of South

Carolina pursuant to S.C Code ) 58-4-10(B) (added by Act 175).. S.C. Code ) 58-4-10(B){1)

through (3) reads in part as follows.

. 'public interest' means a balancing of the following:

{1) concerns of the using and consuming public with respect to
public utility services, regardless of the class of customer,

{2) economic development and job attraction and retention in

South Carolina; and

(3) preservation of the financial integrity of the State's public
utilities and continued investment in and maintenance of
utility facilities so as to provide reliable and high quality
utility services.

ORS believes the agreement reached between the Parties serves the public interest as

defined above. The terms of this Settlement Agreement balance the concerns of the using public
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while preserving the financial integrity of the Company. ORS also believes the Settlement

Agreement promotes economic development within the State of South Carolina. The Parties

stipulate and agree to these findings.

6. In its Application, the Company requested an increase in annual net revenues of

$957,980„As a compromise to their respective positions, the Parties stipulate and agree to an

increase in annual net revenues of $474, 117, said increase to be based upon the accounting

adjustments reflected in the attachments to the testimony of Sharon Scott {filed herewith as

Exhibit "A") and the return on equity stipulated to by the Parties in Paragraph 7 below.

7. The Company and ORS recognize the value of resolving this proceeding by

settlement rather than by litigation and, therefore stipulate and agree for purposes of settlement

in this case that a return on equity of 9.40'lo is just and reasonable under the specific

circumstances of this case in the context of a comprehensive settlement.

8. The Parties further stipulate and agree that the stipulated testimony of record, the

Application, and this Settlement Agreement conclusively demonstrate the following. {i) the

proposed accounting and pro forma adjustments and depreciation rates shown on the attachments

to the testimony of Sharon G. Scott {Exhibit "A" hereto) are fair and reasonable and should be

adopted by the Commission for ratemaking and reporting purposes; (ii) a return on equity of

9.40'/o, which yields a fair rate of return on rate base for the Company of 7.64'/o, an operating

margin of 9.86'/o, and an annual increase in revenues of approximately $474, 117, is fair, just, and

reasonable when considered as a part of this stipulation and settlement agreement in its entirety,

(iii) C%'S's services are adequate and being provided in accordance with the requirements set out

in the Commission's rules and regulations pertaining to the provision of water service and sewer

service, and (iv) CWS's rates as proposed in this Settlement Agreement are fairly designed to
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equitably and reasonably recover the revenue requirement and are just and reasonable and should

be adopted by the Commission for service rendered by the Company on and after September 27,

2006.

9. The Parties further agree and stipulate that the rate schedule attached hereto as

Exhibit "G", including the rates and charges and the terms and conditions set forth therein, are

just and reasonable, reasonably designed, and should be approved and adopted by the

Commission.

10. The Parties agree to advocate that the Commission accept and approve this

Settlement Agreement in its entirety as a fair, reasonable and full resolution of the above-

captioned proceeding and to take no action inconsistent with its adoption by the Commission.

The Parties further agree to cooperate in good faith with one another in recommending to the

Commission that this Settlement Agreement be accepted and approved by the Commission The

Parties agree to use reasonable efforts to defend and support any Commission order issued

approving this Settlement Agreement and the terms and conditions contained herein.

11. The Parties agree that signing this Settlement Agreement will not constrain,

inhibit, impair, or prejudice their arguments made or positions held in other proceedings. If the

Commission should decline to approve the agreement in its entirety, then any Party desiring to

do so may withdraw from the Settlement Agreement without penalty or obligation.

12 This Settlement Agreement shall be interpreted according to South Carolina law.

13. The above terms and conditions fully represent the agreement of the Parties

hereto. Therefore, each Party acknowledges its consent and agreement to this Settlement

Agreement by affixing its signature or by authorizing its counsel to affix his or her signature to

this document where indicated below. Counsel's signature represents his or her representation

Page 5 of 8

equitablyandreasonablyrecovertherevenuerequirementandare.justandreasonableandshould

beadoptedby the Commissionfor'servicerenderedby theCompanyon andafter'September27,

2006.

9. The Partiesfurther'agreeand stipulatethat the rate scheduleattachedheretoas

Exhibit "G", including the ratesandchargesandthetermsand conditionsset forth therein,are

.just and reasonable,reasonablydesigned,and should be approved and adoptedby the

Commission.

10. The Partiesagreeto advocatethat the Commissionacceptand approvethis

SettlementAgreementin its entirety as a f_tir, reasonableand full resolution of the above-

captionedproceedingand to takeno action inconsistentwith its adoptionby the Commission.

The Partiesfurther agreeto cooperatein good faith with one another'in recommendingto the

Commissionthat this SettlementAgreementbe acceptedandapprovedby theCommission The

Partiesagreeto use reasonableefforts to defend and support any Commissionorder issued

approvingthis SettlementAgreementandthetermsandconditionscontainedherein.

11. The Parties agreethat signing this SettlementAgreementwill not constrain,

inhibit, impair',or prejudicetheir argumentsmadeor positionsheld in otherproceedings.If the

Commissionshoulddeclineto approvethe agreementin its entirety, thenanyParty desiringto

dosomaywithdraw from the SettlementAgreementwithout penaltyor'obligation.

12.. This SettlementAgreementshallbe interpretedaccordingto SouthCarolinalaw.

13. The above terms and conditions fully representthe agreementof the Parties

hereto. Therefore,each Party acknowledgesits consentand agreementto this Settlement

Agreementby affixing its signatureor'by authorizingits counselto affix his or hersignatureto

this documentwhereindicatedbelow. Counsel'ssignaturerepresentshis or her representation

Page5 of 8



that his or her client has authorized the execution of the agreement. Facsimile signatures and e-

mail signatures shall be as effective as original signatures to bind any party. This document may

be signed in counterparts, with the various signature pages combined with the body of the

document constituting an original and provable copy of this Settlement Agreement. The Parties

agree that in the event any Party should fail to indicate its consent to this Settlement Agreement

and the terms contained herein, then this Settlement Agreement shall be null and void and will

not be binding on any Party.
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WE AGREE:

Representing the South Carolina Office of Regulatory Staff

Nanette S. Edwards, Esquir
C. Lessie Hammonds, Esquire
Shannon Bowyer Hudson, Esquire
South Carolina Office of Regulatory Staff
Post Office Box 11263
1441 Main Street (Suite 300)
Columbia, SC 29211
Phone: (803) 737-0575

(803) 737-0803
(803) 737-0889

Fax: (803) 737-0895
E-mail:nsedwar@regstaff. sc.gov

1haixmorids~ri', reostaff. schmo v

shudso»+6;;re~staff. sc.~ov
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WE AGREE:

Representing Carolina Water Service, Inc.

ohn M S. Hoefer, Esquire
Willoughby 4 Hoefer, P.
Post Office Box 8416
1022 Calhoun Street, Suite 302
Columbia, SC 29202-8416
Phone: (803) 252-3300
Fax: (803) 256-8062
E-mail:Ihoefergi~1villouehbvho~fer. coni
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WE AGREE:
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Post Office Box 8416

1022 Calhoun Street, Suite 302

Columbia, SC 29202-8416

Phone: (803) 252-3300

Fax: (803) 256-8062
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Testimony of Sharon G. Scott Docket No. 2006-92.W/S Carolina water Service, Inc
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TFSTIMONY OF SHARON G. SCOTT

FOR

THK OFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92-W/S

IN IW: CAROLINA WATER SERVICE, INC.

8 g. PLKASF STATE YOUR Nmm, BUSINESS ADDRESS AND OCCUPATION.

9 A. My name is Sharon G. Scott., My busniess address is 1441 Main Street, Suite 300,

10 Columbia, South Carolina, 29201. I am employed by the South Carohna Office of

Regulatory Staff ("ORS") as an Auditor, .

12 Q. PLKASK STATK YOUR EDUCATIONAI. BACKGROUND AND YOUR

BUSINKSS EXPKRIKNCE.

14 A. I received a B.S. Degree in Business Adnrinistration, with a major in Accounting

15 &om the University of South Carolina in May 1983 and a MBA degree from %'ebster

University in May 2000„ I was employed by the South Carolina Public Service

Commission m July 1983 and have participated in cases involving gas, electric,

telephone, water and wastewater utilities. In January 2005, I began my employment

with ORS. I have over 22 years of experience auditing utility companies.

20 Q. WVIIAT IS THK PURPOSE OF YOUR TESTIMONY INVOLVING

CAROLINA AVATER SKRVICK, INCR

THK OFFICK OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211

1

2

3

4

.5

6

7
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TIlE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



'f estirnony of Sharon 0 Scott Docket No 2006-92 -KV/S Carolina IVater Service, inc
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1 A The purpose of my testimony is to set forth the adjustments agreed upon in the

settlement agreement ("settlement agreement") by ORS and Carolina Water Service,

Inc. ("CWS"or "the Company"} in this docket. ,

4 Q. PI.KASF. IDKNlTIFY THK EXHIBITS ATTACHKD TO YOUR PRKFILKD

5 TESTIMONY.

6 A. I have attached the Report of the Audit Department ("Audit Report" ) related to

CWS's Apphcation for a Rate Increase, Docket No. . 2006-92-W/S. The contents of

the Audit Report were either prepared by me or were ptepared under my direction

and supervision in accordance with the settlement agreement between ORS and

CWS. The contents are also in compliance with recoguzed accounting and

regulatory procedures for Water and Wastewater utility rate cases. The Audit Report

and attached exhibits reflect a return on equity ("ROE") of 9.40% and a return on

rate base of 764% As a part of the settlement, CWS agreed to accept ORS's

adjustments as reflected in Audit Exhibits SGS - 1 through SGS — 11

Q. WHAT IS THE PKRCKNTACE DECREASE FROM THK PROPOSF D

REVENUE IN THE SETTI.EMENT AGREEMKNT~

17 A. The Company requested an increase in annual net revenues of $957,980. As a

19

20

compromise, ORS and the Company agree to an increase in atmual net revenues of

$474, 117. This amount is approximately 50.51% less than the Company's requested

increase in its application.

THK OFFICE OF REGUI, ATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Ot'fice Box 1126.'3, Columbia, SC 29211
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Testimony of Sharoti 0, Scott Docket No. 2006-92-W/S Carolitta Water Service, trtc.
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1 Q. HAS CXVS PETITIONED THK COMMISSION TO TRANSFER THK KING' S

2 GRANT, PLANTATION RIDGK AND TKAL ON THK ASHI.KY WATER

AND WASTEWATER SYSTEMS?

4 A. Yes.. Under Docket No. 2006-171-%/S, C%'S filed an application to transfer the

5 water and wastewater systems and service territory serving King*s Grant, Plantation

Ridge and Teal on the Ashley subdivisions to the County of Dorchester. If this

transfer is approved by the Commission, CKS will no longer serve any customers in

8 Dorchester County.

9 Q. DOES ORS INCI UDE INFORlilATION IN ITS DIRECT TESTIMONY FOR

10 KING'S GRANT, PLANTATION RIDGE AND TEAL ON THK ASHLKY

CUSTOMERS?

12 A. Yes XVhile ORS continues to review the CXVS petition to transfer the Dorchester

water and wastewater systems and service territory, we have normalized test year

operations to rellect the ehrnination of the King's Grant, Plantation Ridge and Teal

15 on the Ashley subdivisions.

16 Q. PI.EASK EXPLAIN THK CONTKNTS OF THE AUDIT REPORT.

17 A, As outlined in the Index of the Audit Report, pages 1-6 contain the analysis of C%S

20

and its apphcation as well as the settlement agreement. The remaining pages consist

of exhibits which were prepared to show various aspects of CWS's operations and

financial position. The majority of my testimony will refer to Audit Exhibit SGS-1-

Operating Experience, Rate Base and Rates of Return —Combined Operations as

shown on page 7 of the Audit Report.

THK OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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10 KING'S GRANT, PLANTATION RIDGE AND TEAL ON THE ASHLEY

1 t CUSTOMERS?

12 A Yes While ORS continues to review the CWS petition to transfer the Dorchester

13 water and wastewater systems and service territory, we have normalized test year

14 operations to reflect the elimination of the King's Grant, Plantation Ridge and Teal

15 on the Ashley subdivisions.

16 Q. PLEASE EXPLAIN THE CONTENTS OF THE AUDIT REPORT.

17 A. As outlined in the Index of the Audit Report, pages 1-6 contain the analysis of CWS

18 and its application as well as the settlement agreement. The remaining pages consist

19 of exhibits which were prepared to show vaI_ous aspects of CWS's operations and

20 financial position. The majority of my testimony will refer to Audit Exhibit SGS... 1 -.

21 Operatflag Experience, Rate Base and Rates of Return -Combined Operations as

22 shown on page 7 of the Audit Report.
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1 Q. PLKASK DKSCMBK THK FORMAT OF AUMT EXHIBIT SGS-I.

2 A. Column (1) shows per book balances for C%S as of September 30, 2005. The per

10

13

20

book balances were verified to the books and records of C%S.

Colunm (2) shows accounting adjustments for revenue and other adjustments related

to Docket No. 2004-357-%/S that affect the per book numbers.

Column (3) shows the adjusted per books after various adjustments concerning

Docket No. 2004-3.57-%/S„

Column (4) shows accounting and pro foima adjustments designed to normalize

C%S's adjusted per book operations„

Column (5) shows the operations aAer the accounting and pro forrna adjustinents.

Cohimn (6) reflects the removal of the revenue, expenses, and rate base amounts

associated with the proposed Dorchester County transfer.

Coluinn (7} shows the computation of C%'S's normalized test yeat after the

Dorchester County transfer and prior to iinplementing the proposed increase. .

Cohnnn {8) shows the adjustments for the proposed increase and associated

adjustments in accordance with the settlement agreement between ORS and C%S..

Colunin (9) sho~s otn computation of the normahzed test year after accounting and

pro forma adjustments, the pioposed Dorchester County transfer, and the proposed

inciease and associated adjustments in accordance with the settlement agreement

behveen ORS and CWS.,
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1 Q. PLEASE DESCRIBE THE FORMAT OF AUDIT EXHIBIT SGS-1.

2 A. Column (1) shows per book balances for' CWS as of September 30, 2005. The per'

3 book balances were verified to the books and records of CWS.

4 Column (2) shows accounting adjustments for Ievenue and other' adjustments related

5 to Docket No. 2004-357-W/S that affect the per book numbers.

6 Column (3) shows the adjusted per' books after various adjustments concerning

7 Docket No. 2004-357...W/S.

8 Column (4) shows accounting and pro forma adjustments designed to normalize

9 CWS's adjusted per book operations,,

t0 Column (5) shows the operations after the accounting and pro forma adjustments.

11 Column (6) reflects the removal of the revenue, expenses, and rate base amounts

12 associated with the proposed Dorchester County transfer.

13 Column (7) shows the computation of CWS's normalized test year after the

14 Dorchester County trmlsfer and prior to implementing the proposed increase..

15 Column (8) shows the adjustments for the proposed increase and associated

t 6 adjustments in accordance with the settlement agreement between ORS and CWS..

17 Colunm (9) shows ore computation of the normalized test year after accounting and

18 pro forma adjustments, the proposed Dorchester Coumty transfer; and the proposed

I9 increase and associated adjustments in accordance with the settlement agreement

20 between ORS and CWS.
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1 Q. PLKASK ELABORATE ON THK CAI.,CIJLATIONS IN AUDIT KXIBIT

SGS-1 — OPKRATING EXPERIENCE, RATE BASE AKO RATES OF

3 RKTURN —COMBINE EI.

4 A. Column (1) shows the per books operating experience of C%S which reflects Total

10

12

1.5

20

22

Operating Revenues of $6,047,725, Total Operating Expenses of $5,601,421, and

Net Income for Return. of $452,928, Per Book Total Rate Base amounted to

$16,503,928.. The resultant per book Return on Rate Base was 2.74o/o.

Column {2)relates to Additional Adjustments from Docket No. 2004-357-%/S and

shows revenue adjustments of $687+60, expense adjustments of $212,500 resulting

in an adjustment to Net hrcome for Retur~ of $474,760,. Net rate base adjustments

amounted to ($1,164,045) and Interest Expense is adjusted by ($582,457}.

In column (3}, the As Adjusted Per Book Revenues amounted to $6,734,985, Total

Operating Expenses were $5,813,921, Net Income for Rettrrn was $927,688 and

Total Rate Base was $15,339,883. The resultant computations produced a Return on

Rate Base of 6.05'/o.

Column (4) reflects our accounting and pro forma adjustments recorded to normalize

CWS's test year operations. . A description of each adjustment is contained in Audit

Exhibit SCJS-. 4.

Column (5) show the results of' the accounting and pro forma adjustments as adjusted

by ORS

Column {6)reflects the adjustments associated with the proposed Dorchester County

transfer which includes King's (3rant, Teal on the Ashiey, and Plantation Ridge
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1 Q. PLEASE ELABORATE ON THE CALCULATIONS IN AUDIT EXHIBIT

2 SGS-1 - OPERATING EXPERIENCE, RATE BASE AND RATES OF

3 RETURN - COMBINED.

4 A. Column (1) shows the per books operating experience of CWS which reflects Total

5 Operating Revenues of $6,047,725, Total Operating Expenses of $5,601,421, and

6 Net Income for Return of $452,928. Per Book Total Rate Base amounted to

7 $16,503,928. The resultant per book Return on Rate Base was 2.74%.

8 Column (2) relates to Additional Adjustments fiom Docket No. 2004-357..W/S and

9 shows revenue adjustments of $687,260, expense adjustments of $212,500 resulting

10 in an adjustment to Net Income for Return of $474,760. Net rate base adjustments

11 amounted to ($1,164,045) and Interest Expense is adjusted by ($582,457).

12 In column (3), the As Adjusted Per Book Revenues amounted to $6,734,985, Total

13 Operating Expenses were $5,813,921, Net Income for Return was $927,688 and

14 Total Rate Base was $15,339,883. The resultant computations produced a Return on

15 Rate Base of 6.05%_

16 Column (4) reflects our accounting and plo forma adjustments recorded to normalize

17 CWS's test year operations.. A description of each adjustment is contained in Audit

18 Exhibit SGS.-4.

19 Column (5) show the results of' the accounting and pro forma adjustments as adjusted

20 by ORS.

2t Column (6) reflects the adjustments associated with the proposed Dorchester County

22 transfer which includes King's Grant, Teat on the Ashley, and Plantation Ridge

THE OFFICE OF REGULATORY STAFF
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subdivisions. Total Operating Revenues were reduced by ($339,332}, Total

Expenses by ($259,,502), and Rate Base by ($706,1,52).,

Column (7} reflects the As Adjusted Present or normalized amounts aAer the

accounting and pro forma adjustments and the removal of the Dorchester County

subdivisions. These adjustments produced Total Revenues of $6,378,480, Total

Operating Expenses of $5,329,474, Net Income for Return of $1,052,540 and Total

As Adjusted Present Rate Base of $17,582,544,. A Return on Rate Base of 5.99'lo

was computed using the above amounts.

Column (8) reflects the proposed increase and its related effects on expenses in

accordance with the settlement agreement between ORS and CWS,. These

adjustments are detailed in Audit Exhibit SCrS -- 4.

Column (9) shows per book operations, adjusted for accounting and pro fonna

adjustments, the proposed Dorchester County transfer, and the requested increase and

expenses in accordance with the settlement agreement between ORS and CWS,

Using Total Operating Revemres of $6,852,597 less Total Operatmg Expenses of

$.5, .514,147 and adding Customer Growth of $4, ,511, Net Irrcome for Return of

$1,342,961 was computed. Total Rate Base amounted to $17,582,544 producing a

Return on Rate Base of7.64'/o.

19 Q. PLEASK EXPLAIN THK AD JUSTMKNTS IN AIJBIT KXHIBIT S(~S - 4.

20 A. The adjustments are as foHows:

21 Adjustments Nos 1 - 10 --- These adjustme~ts were recorded to reflect additional

revenues reahzed as a result of Docket No. 2004-357-%iS, and other adjustments

TIIK OFFICE OF REGULATORY STAFF
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1 subdivisions. Total Operating Revenues were reduced by ($339,332), Total

2 Expenses by ($259,502), and Rate Base by ($706,152)..

3 Column (7) reflects the As Adjusted Present or normalized amounts after the

4 accounting and pro forma adjustments and the removal of the Dorchester County

5 subdivisions. These adjustments produced Total Revenues of $6,378,480, Total

6 Operating Expenses of $5,329,474, Net Income for Return of $1,052,540 and Total

7 As Adjusted Present Rate Base of $17,582,544.. A Return on Rate Base of 5.99%

8 was computed using the above amounts.

9 Column (8) reflects the proposed inciease and its related effects on expenses in

10 accordance with the settlement agreement between ORS and CWS. These

11 adjustments are detailed in Audit Exhibit SGS - 4.

12 Column (9) shows per book operations, adjusted for' accounting and pro forum

13 adjustments, the proposed Dorchester County transfer, and the requested increase and

14 expenses in accordance with the settlement agreement between ORS and CWS.

15 Using Total Operating Revenues of $6,852,597 less Total Operating Expenses of

16 $5,514,147 and adding Customer Growth of $4,511, Net Income for Return of

17 $1,342,961 was computed. Total Rate Base amounted to $17,582,544 producing a

18 Rettun on Rate Base of 7.64%.

19 Q. PLEASE EXPLAIN THE ADJUSTMENTS IN AUDIT EXHIBIT SGS - 4.

20 A. The adjustments are as follows:

21 Adjustments Nos. 1 - 10 .....These adjustments were iecorded to reflect additional

22 revenues realized as a result of Docket No. 2004-357-W/S, and other adjustments
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from previous CWS rate eases which affect the per book numbers. The revenue

adjustments were computed by ORS's Water and Wastewater Deparnnent. Other

adjustments were made for the removal of'weHs in the previous rate cases, excess

book value, and interest expense to reflect items fmm Docket No„2004-357-W/S.

A~d'ustment No. 11 -- Operating Revenues

10

13

The Water/Wastewater Department proposes to adjust revenues using biHing

information for the test year ended September 30, 2005. The water revenues aAer the

accounting and pro forma adjustments as computed by the %'ater/W'astewater

Department totaled $1,939,791 less the adjusted per book amount of $1,922,393, for

an adjustment of $17,398., The sewer revenues after the accounting and pro forma

adjustments as computed by the Water/Wastewater Department totaled $4,720,287

less the adjusted per book amount of $4,755,009, for an adjustment of ($34,722)..

The total adjustment amounted to ($17,324'). Details of these adjustments are shown

on Exhibit DMH-5 of ORS Water/Wastewater Program SpeciaHst, Dawn Hipp.

Adjustment No. 12 —UncoHectible Revenue

20

ORS and CWS propose to adjust for uncoHectible revenue associated wtith the pro

fotma revenue adjustments. . ORS and CWS used the uncoHectible rate of .85% for

water and 86% for sewer. ORS's adjustment amounted to ($148) for water, $299 for

sewer, and $151 for combined operations. . ORS's Water/Wastewater Depattment

verified that the factors were reasonable based on theiI examination of the biHing

records.

A~dustment No. 13 —Operators' Salaries and %'maes
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1 fiom previous CWS rate cases which affect the per book numbers. The revenue

2 adjustments were computed by ORS's Water and Wastewater Department. Other

3 adjustments were made for the removal of wells in the previous rate cases, excess

4 book value, and interest expense to reflect items from Docket No.. 2004-357-.W/S.

5 _A._djustmentNo. 11 ....._!ingRevenues

6 The Water/Wastewater Department proposes to adjust revenues using billing

7 infoimation for the test year ended September 30, 2005. The water revenues after the

8 accounting and pro forma adjustments as computed by the Water/Wastewater

9 Department totaled $1,939,791 less the adjusted per book amount of $1,922,393, for

10 an adjustment of $17,398. The sewer revenues after' the accounting and pro forma

11 adjustments as computed by the Water/Wastewater Department totaled $4,720,287

12 less the adjusted per book amount of $4,755,009, for ml adjustment of ($34,722).

13 The total adjustment amotmted to ($17,324). Details of these adjustments are shown

14 on Exhibit DMH-5 of ORS Water¢Wastewater Program Specialist, Dawn Hipp.

t5 Adjustment No. 12 - Unco]lect_le Revenue

16 ORS and CWS propose to adjust for uncollectible revenue associated with the pro

t 7 foima revenue adjustments.. ORS mid CWS used the uncollectible rate of .85% for

18 water and 86% for sewa. ORS's adjustment amounted to ($148) for water, $299 for

19 sewer, and $151 fbr combined operations.. ORS's WaterlWastewater I)epmtnaent

20 verified that the factors were reasonable based on their examination of the billing

21 records.

22 .A._d.j_u_sLm_e_.n_t_No._..13--_Qperators' Salaries and Wag.e._s
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10

ORS and CWS propose to adjust operators' salaries. ORS annualized wages using

wage rates in effect as of May 2006 and the latest available wage allocations as of

Septeinber 30, 2005., ORS computed armuahzed wages of $777,898 less per book

wages of $709,832 for an adjustment of $68,066. ORS did not include a 4% cost of

living inciease proposed by CW'S since supporting documentation was not received

in sufficient time to allow for its audit. . CWS included a 4% wage increase. .

A~dustment No. 14 —Operatin~ ~xXrense Charged to Plant

ORS and CWS propose to charge a portion of operators' salaries and wages to plant

for time operators spent on capital projects, ORS computed an amount of $34,400

using a ratio of 39.30%. ORS computed the ratio using actual test year Operating

Expenses Charged to Plant divided by operators' test year Salaries and Wages, FICA,

FUTA, SUTA, Pension, 401K, Health Insurance, and Other for operators {$346,115 /

$880,711). CWS used a capitahzation ratio of 35.16% which was computed using

annualized salaries, taxes, and benefits, .

15 A~dustment No. 15 — Office Salaries —ORS and CWS propose to adjust Office

20

22

Salaries. . ORS annualized wages using rates as of May 2006 and the latest

available wage allocations as of September 30, 2005. ORS did not include the 4%

cost of hving increase, since supporting documentation was not received in

sufficient time to allow for its audit. . ORS computed Office Salaries of $337,924

less the per book amount of $297,172 for an adjustment of $40,752. The office

salaries included the South Carolina office, and allocations from the corporate and

North Carolina offices, CWS's wage adjustment included a 4% wage increase,

THE OFFICE OF RKGUI. ATORY STAFF
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1 ORS and CWS propose to adjust operators' salaries. ORS annualized wages using

2 wage rates in effect as of May 2006 and the latest available wage allocations as of

3 September 30, 2005.. ORS computed annualized wages of $777,898 less per book

4 wages of $709,832 for an adjustment of $68,066. ORS did not include a 4% cost of

5 living increase proposed by CWS since supporting documentation was not received

6 in sufficient time to allow for its audit.. CWS included a 4% wage increase..

7 _A.d.justment No. 14- _a_ti__ng E___ense Charged to Plant

8 ORS and CWS propose to charge a portion of operators' salaries and wages to plant

9 for time operators spent on capital projects, ORS computed an amount of $34,400

10 using a ratio of 39.30%. ORS computed the ratio using actual test year _Operating

11 Expenses Charged to Plant divided by operators' test year Salaries and Wages, FICA,

12 FUTA, SUTA, Pension, 401 K, Health Insurance, and Other for operators ($346,115 /

13 $880,7t 1). CWS used a capitalization ratio of 35.16% which was computed using

14 armualized salaries, taxes, and benefits..

15 _A_did'ustmentNo. 15 - Office Salaries .- ORS and CWS propose to adjust Office

16 Salaries.. ORS annualized wages using rates as of May 2006 and the latest

17 available wage allocations as of' September 30, 2005. ORS did not include the 4%

t8 cost of living increase, since supporting documentation was not received in

19 sufficient time to allow for its audit.. ORS computed Office Salaries of $337,924

20 less the per' book amount of $297,172 for' an adjustment of $40,752. The office

21 salaries included the South Carolina office, and allocations fiom the corporate and

22 North Carolina offices.. CWS's wage adjustment included a 4% wage increase.
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~Ad ustnient No. 16 -- Rate Case Px~enses — ORS and CWS propose to amortize

rate case expenses over a three-year period. ORS adjusted for current rate case

expenses of $318,349, unamortized rate case expenses from Docket No, . 2004-357-

%'S of $100,277, and additional rate case expenses from Docket No. , 2004-357-

%/S of $67,148, for total rate case expenses to be amortized of $485,774. This

amount was amortized over three years for the test year amount of $161,925.

From this ainount, ORS subtracted the per book rate case expenses of $23,117 for a

net adjustment of $138,808. The cuiient rate case expenses inchide CWS's portion

of the cost of the Utihties, Inc. management audit approved by the PSC in Docket

No, . 2004-357-%/S Other expenses are for legal and consulting fees, postage,

printing, and direct time spent on the case by the corporate office staff.

Ad~ustment No. I 7 -- Annualize Pension and Othei Benefits —ORS and C%'S

propose to annuahze pension and other benefits associated with the wage adjustment

for Operators and Office Employees. , ORS did not include pension and benefits for

part-time employees as C%'S does not pay benefits to these employees. . The total

ORS adjustment was $193,367 less the pei book amount of' $179,479 resulting in an

adjustment of $13,888. ORS capitalized a portion of these costs for operators in

expenses charged to plant in adjustment 414., CWS computed an adjustment of

$16,298 using its computed annualized wages. .

Adjnstrnent No. 18 —Nonstforvsbfe~ps enses —QRS end CWS proposes to remove

DIIEC fines of $13,600 finm the test year expenses. ORS also proposes to remove

lobbying expenses of $33,375. Total expenses iemoved amounted to ($46,975).
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1 _Adjustment No. t 6 ....Rate Case Expenses - ORS and CWS propose to amoltize

2 rate case expenses over a three-year period. ORS adjusted for current rate case

3 expenses of $318,349, unamortized rate case expenses flora Docket No.. 2004-357-

4 WS of $100,277, and additional rate case expenses fiom Docket No.. 2004--357-

5 W/S of $67,148, for total rate case expenses to be amortized of $485,774. This

6 amount was amortized over three years for the test year' amount of $161,925.

7 From this amount, ORS subtracted the per book rate case expenses of$23,117 for a

8 net adjustment of' $t38,808. The cunent rate case expenses include CWS's portion

9 of the cost of the Utilities, Inc. management audit appioved by the PSC in Docket

I0 No.. 2004-357-W/S Other expenses are for legal and consulting fees, postage,

11 printing, and direct time spent on the case by the corporate office staff.

t2 _Adjustment No. 17 .... Annualize Pension and Other Benefits -- ORS and CWS

13 propose to annualize pension and other benefits associated with the wage adjustment

14 for Operators and ()ffice Employees.. ORS did not include pension and benefits for

15 part-time employees as CWS does not pay benefits to these employees.. The total

16 ORS adjustment was $193,367 less the per book amount of $179,479 resulting in an

17 adjustment of $13,888. ORS capitalized a poi'tion of these costs for operators in

18 expenses charged to plant in adjustment #14.. CWS computed an adjustment of

19 $16,298 using its computed annuatized wages,.

20 A_djustment No.18 - Nonallowabte Expenses - ORS and CWS proposes to remove

21 DttEC frees of $13,600 fiom the test year expenses. ORS also proposes to remove

22 lobbying expenses of $33,375. Total expenses iemoved amounted to ($46,9'75).
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A~dustment No. 19 -- Interest on Customer Deposits

ORS proposes to annualize interest on customer deposits using the year eud balance

of $205,402 and the approved interest rate of 3.50'lo for annualized interest of $7,189

less the per book amount of $6,523, resulting in an adjustment of $666.

A~d'ustment No. 20 ~De reciation E~xense -- ORS and CWS propose to annualize

10

I3epleciation Expense. . ORS used gross plant for the test year of $39,009,799 and

additional general ledger additions as of June 2006 of $1,616,142, completed projects

of $1,095,915, a water retuement of ($41,680) and capitalized time of $34,400

totaling net plant additions of $2,704,777. ORS adjusted this amount by removing

Organization Expense, I..and, Vehicles, and Computers, resulting in net plant,

depreciated at 1..50% or 66 67 years. ORS depreciated net vehicles and computers at

25% or 4 years and included adjustments for the WSC Rate Base Depreciation,

Regional Office Allocation Depreciation, and the amortization of Excess Hook value. .

ORS's total depreciation expense amounted to $697,931 less the per book amount of

$652,759 for a total adjustment of $45,172. CWS computed depreciation expense

using gross plant for the test year and estimated pro forma projects (net of

retirements), general ledger additions, and capitalized time additions. CWS's

adjustment amounted to $104,609, See Audit Exhibit SGS -- 5 for details of the

Depreciation Fxpense Adjustment.

20 Adjustment No. 21 —Pa~oil Taxes -- ORS and CWS propose to adjust for payroll

taxes associated with the wage adjustment. , The payroll taxes include FICA, SIJTA,

and FIJTA taxes, ORS computed taxes of $86,934 less the pet book amount of
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I .Adjd'ustment No. I9 .- Interest on Customer Deposits

2 ORS proposes to annualize interest on customer deposits using the year end balance

3 of $205,402 and the approved interest rate of 3.50% for annualized interest of $7,189

4 tess the per book amount of $6,523, resulting in an adjustment of $666.

5 __Adiustment No. 20 Depreciation Expense .....ORS and CWS propose to annualize

6 I)epreciation Expense.. ORS used gxoss plant for the test year of $39,009,799 and

7 additional general ledger additions as of June 2006 of $1,616,142, completed projects

8 of $1,095,915, a water rethement of ($4t,680) and capitalized time of $34,400

9 totaling net plant additions of $2,704,777. ORS adjusted this amount by removing

10 Organization Expense, Land, Vehicles, and Computers, resulting in net plant,

11 depreciated at 1.50% (n 66 67 years. ORS depreciated net vehicles and computers at

12. 25% or 4 years and included adjustments for the WSC Rate Base Depreciation,

13 Regional Office Allocation Depreciation, and the amortization of Excess Book value..

14 ORS's total depreciation expense amounted to $697,931 less the per book amom_t of

15 $652,7.59 for a total adjustment of $45,172 CWS computed depreciation expense

t6 using gross plant for the test year and estimated pro forma projects (net of

17 retirements), genelat ledger additions, and capitalized time additions. CWS's

18 adjustment amounted to $t04,609. See Audit Exhibit SGS .... 5 for details of the

19 Depreciation Expense Adjustment

20 _A__ddius!m__e0_._t.N_o.2.t_-_-...Pa_yrolITaxes ---ORS and CWS propose to adjust for payroll

21 taxes associated with the wage adjustment.. The payroll taxes include FICA, SUTA,

22 and FUTA taxes. ORS computed taxes of $86,934 less the per book amount of
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$81,313, resulting in an adjustment of' $5,621. Of this amount, 39..30'ro is capitalized

in adjustment ff14..

A~d'ustment No. 22 — UtitityiCommisston and Gross Receiats Taxes -- ORS and

C%'S propose to adjust utility/comntission taxes and gross receipts taxes associated

with the revenue after accounting and pro forma adjustments. ORS used a factor of

.0112524 which is comprised of the Pubhc Service Commission and Office of

Regulatory Staff's factor of .0082524 and the Department of Revenue's factor of

..003. ORS's total adlustment is ($195).,

A~d'ustment No. 23 —P~ro erty Taxes —ORS and CWS propose to remove an accruai

10 of ($513,569) for property taxes to reflect the proper level for the test year, .

Adjustment No. 24 -- Income Taxes —ORS proposes an adjustment of $59s341 to

14

15

income taxes for the effects of the accounting and pro fotma adjustments. ORS and

CWS used a 5% rate for state income taxes and 3.5% rate for federal income taxes.

See Audit Exhibit SGS —6.,
C'yty'S's income taxes were based on company's

calculated taxable income.

Adjustnient No. 25 —Contributions in Aid of Constiuction LCIA~C — ORS and CNS

17

20

propose to adjust the amortization of'CIAC usittg a 1.5% depreciation rate. ORS used

the gross per book Contributions in Aid of' Construction of ($17,462,862) at 1.50%

for an amortization amount of'($261,943) less the per book amount of ($259,823),

for an adjustment of'($2, 120). C%'S's adjustment amounted to $22,519..

21 A~d'ustment No. 26 —Interest Durt~n Construction (IDC) — Both ORS and C%'S

propose to remove the income associated with capitalized interest for projects under
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1 $81,313, resulting in an adjustment of $5,621. Of this amount, 39.30% is capitalized

2 in adjustment #14..

3 _A_d.jd'ustmentNo. 22 ,-Utility/Commission and Gross Receipts Taxes .... ORS and

4 CWS plopose to adjust utility/conmaission taxes and gross receipts taxes associated

5 with the revenue after accounting and pro forma adjustments. ORS used a factor of

6 .0112524 which is comprised of' the Public Service Commission and ()ffice of

7 Regulatoly Staff's factor of .0082524 and the Department of Revenue's factor of

8 .003. ORS's total Mjustment is ($195),

9 Adi_astment No. 23 - Pro_W Taxes --.ORS and CWS propose to remove an accrual

10 of($513,569) fbr properly' taxes to reflect the proper level for the test year..

11 Adjustment No. 24 .... Income Taxes - ORS proposes an adjustment of $59,341 to

t2 income taxes fbr the effects of the accounting and pro forma adjustments. ORS and

1:3 CWS used a 5% rate for state income taxes and 35% rate for Iederat income taxes.

t4 See Audit Exhibit SGS -- 6. CWS's income taxes were based on company's

15 calculated taxable income.

16 _A_djustment No. 25 - Contributions in Aid of Construction (_C_IA_C__C_)....ORS and CWS

17 propose to adjust the amortization of CIAC using a 1.5% depleciation rate. ORS used

18 the gross per book Contributions in Aid of Constramtion of ($17,462,862) at 1..50%

19 for an amortization amount of ($261,943) less the per book amount of ($259,823),

20 for an adjustment of($2,120). CWS's adjustment amounted to $22,519..

21 _Adjustment No. 26 - Interest During Construction D____Q__)__:Both ORS and CWS

22 propose to remove the income associated with capitalized interest for projects under

THE OFFICE OF REGULATORY STAFF
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construction. CWS does not propose to include Construction Work In Progress and

therefore, the income associated with CWIP is not included as an offset to expenses.

The adjustment amounted to ($6,624).

A~dustment No. 27 — Customer Growth -- ORS proposes to adjust for customer

growth using the latest available customers as of May 2006 Customers are updated

since plant additions are included through June 2006.. ORS proposes an adjustment

of $3,783.. See Audit Exhibit SGS -7.

A~d'ustment No. 28 —Plant Additions —ORS and C%S propose to adjust for plant

additions, ORS adjusted for total verified plant additions and retirements of

$2,670,377 as of June 2006., This amount includes general ledger additions as of

June 2006 of $1,616,142, completed projects of'$1,095,915, and a water retirement

of ($41,680).. This plant is known and measurable and providing service to present

customers. CNS proposes to adjust for estimated general ledger additions,

capitalized time additions, and pro forma plant and retirements, totaling $3,363,037..

A~d'ustment No. 29 —Capitalized 'itr~aes -- ORS proposes to book to plant the portion

of operators' wages, taxes, and benefits associated with capital projects in accordance

with ORS's computed capitalization ratio of 39.30%.. ORS capitalized wage

adjustment amounted to $34,400 as shown in adjustment 414,

A~d'ustinent No. 30 - Accttmulated Depreciation — ORS proposes to adjust

accuinulated depreciation for the annualized depreciation expense of ($45,172) and

retired plant of $265,153 (general ledger retirements of $223,473 and a water

retirement of' $41,680) for a total adjustment of $219,981„C%'Sproposes to adjust

THE OFFICE OF REGULATORY STAFF
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1 construction. CWS does not propose to include Construction Work In tkogress and

2 therefore, the income associated with CWIP is not included as an offset to expenses.

3 The adjustment amounted to ($6,624).

4 _A__d_iustmentNo. 27 .- Customer Growth .... ORS proposes to adjust for customer

5 growth using the latest available customers as of May 2006 Customers are updated

6 since plant additions are included through June 2006_ ORS p:oposes an adjustment

7 of $3,783,_ See Audit Exhibit SGS-7.

8 Adjustment No. 28 -Plant Additions - ORS and CWS propose to adjust for plant

9 additions. ORS adjusted for total verified plant additions and retirements of

10 $2,670,377 as of June 2006.. This amount includes general ledger additions as of

11 .Jtme 2006 of $1,616,I42, completed projects of $1,095,915, and a water retirement

12 of ($41,680).. This plant is known and measurable and providing service to present

13 customers. CWS pioposes to adjust for estimated general ledger additions,

t 4 capitalized time additions, and pro folma plant and retirements, totaling $3,363,037._

15 Adiustment No. 29 - Capitalized Wag._s:- ORS proposes to book to plant the portion

16 of operators' wages, taxes, and benefits associated with capital projects in accordance

17 with ORS's computed capitalization ratio of 39.30%.. ORS capitalized wage

t 8 adjustment amounted to $34,400 as shown in adjustmer:t #14_

19 _Ad_0j_u__rpe__n_t_.__No___._...30._..z.....Acc:_!m_ulat_____qedDEpreciation-- ORS proposes to adjust

20 accumulated depreciation for the annualized depreciation expense of ($45,t72) and

21 retired plant of $265,153 (general ledger retirements of $223,473 and a water

22 retirement of' $41,680) for a total adjustment of $219,981.. CWS proposes to adjust

THE OFFICE OF REGULATORY ST._'F
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accumulated depreciation for estimated general ledger additions, actual and estimated

capitalized time additions, and actual and estimated pro forma plant additions and

retirements for an adjustment of $225,514.

A~dustment No. 31 —Cash W~orkin ~Ca ital — ORS proposes an adjustment of

$22,601 to adjust Cash 3p3t"orking Capital after accounting and pro forma adjustments.

CKS proposes an adjustment of $35,480. 1'his adjustment reflects the working

capital needed prospectively See Audit Exhibit SGS-8,

A~dustment No. 32 —Contributions in Aid of Construction/CIAC} — ORS proposes

to adjust rate base for amortization of CIAC of $2, 120 as shovrn in Adjustment 025

10 A~d'ustment No. 33 —Customer D~eosits -- Otts proposes to adjust tate hase for the

interest on customer deposits of t,'$666) as shown in adjustment 519,

Adjustment No. 34 — Interest Ex~ense —ORS and C%'S propose to adjust allowable

13 Interest Expense to reflect the Rate Base after accounting and pro forrna adjustments

using the capitalization ratios of 59.10% for debt, 40..90% for equity and a cost of

debt oI 6..42% ORS's adjustment is for $111,976, resulting in allowable interest

expense of $693,913. CWS used its pro forma Rate Base to compute an adjusttnent

to Interest Expense of $137,482. See Audit Exhibit SGS -- 9 for ORS's computed

Interest Expense. .

A~d'ustments No. 35 —61 —Dorchester ~omtp Transfer —Oths shows the effects

71

22

of the proposed Dorchester County transfer which includes King's Grant, Teal on the

Ashley, and Plantation Ridge subdivisions, ORS verified the amounts to (.'. WS's

books and records and recomputed corresponding adjustments such as gross receipts
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1 accumulated depreciation for estimated general ledger additions, actual and estimated

2 capitalized time additions, and actual and estimated pro fmma plant additions and

3 retirements for an adjustment of $225,514.

4 Adjustment No. 31 - Cash Working__Capital- ORS proposes an adjustment of

5 $22,60I to adjust Cash Working Capital after accounting and pro forma adjustments

6 CWS proposes an adjustment of $35,480. q]ais adjustment reflects the working

7 capital needed prospectively See Audit Exhibit SGS-8.

8 A_d'ustment No. 32 - Contributions in Aid of Construction (CIAC).:: ORS proposes

9 to adjust rate base for anaortization of CIAC of $2, t20 as shown in Adjustment #25

t 0 _A_djdustmentNo. 33 --.Customer Deposits-_- ORS proposes to adjust rate base fbr the

t 1 interest on customer deposits of ($666) as shown in adjustment #19..

12 _Adjustment No. 34 ....tmemst Expense - ORS and CWS propose to adjust allowable

t 3 Interest Expense to reflect the Rate Base after accounting and pro fbrma adjustments

14 using the capitalization ratios of 59.10% for debt, 40.90% for equity and a cost of

15 debt of 6.42% ORS's adjustment is for $111,9'76, resulting in allowable interest

t 6 expense of $693,9t3. CWS used its pro forma Rate Base to compute an adjustment

17 to Interest Expense of $137,482. See Audit Exhibit SGS .....9 for ORS's computed

18 Interest Expense..

19 Adjustments No. 35 .- 61 .- Dorchester County Transfer- ORS shows the effects

20 of the proposed Dorchester County transfer which includes King's Gtanl, Teal on the

21 Ashley, and Plantation Ridge subdivisions. ORS verified the amounts to CWS's

22 books and r_ords and recomputed corresponding adjustments such as gross receipts
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taxes, income taxes, depreciation expense and interest expense. ORS adjustments are

as follows:

Adjustment No. 35 - Service Revenues --- The ORS Water and Wastewater

Department proposes to remove service revenues of ($331,417) based on customer

biHings for the test year ended September 30, 2005 to reflect the proposed Dorchester

County transfer. Details of these adjustments are shown on Exhibit DMH-5 of ORS

%'atet/%'astewater Program Specialist, Dawn Hipp. ,

Adjusttnent No. 36 -- Miscellaneous Revenue - The ORS %'ater and wastewater

10

1.5

Department proposes to remove misceHaneous revenues of ($10,764) to reflect the

proposed Dorchester County transfer. , Details of these adjusttnents are shown on

Exhibit DMH 5 of ORS %'aterAVastewater Program Specialist, Dawn Hipp. .

AdLustment No. 37 — UncoHectible Accounts — ORS proposes to adjust for

uncoHectible accounts to reflect the proposed Dorchester County transfer. . ORS used

a rate of . 85% applied to water revenue of $12,269 ($104) and a rate of .86% apphed

to sewer revenue of' $319,148 ($2,745) for a total adjustment of $2,849.

16 Adjustment No. 38 - Maintenance Expenses —ORS proposes to remove per book

20

21

maintenance expenses of'($123, 130)..

Adjustment No. 39 —Operator*s Salaries — ORS proposes to remove a total of

($40,451) for per book oper ators' salaries and the wage adjustment. . ORS computed

this amount using the total annualized operators' payroH of $777,898 and 5.,20%

The factor was computed using customer equivalents as of September 30, 2005 of
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t taxes, income taxes, depreciation expense and interest expense. ORS adjustments are

2 as follows:

3 Adjustment No. 35 - Service Revenues ..... The ORS Water and Wastewater

4 Department proposes to remove service revenues of ($331,417) based on customer

5 billings for the test year ended September 30, 2005 to reflect the proposed Dorchester

6 County transfer. Details &these adjustments are shown on Exhibit DMH-5 of ORS

7 Water/Wastewater Program Specialist, Dawn Hipp

8 _A_dd,iustment No. 36 - Miscellaneous Revenue .. The ORS Water and Wastewater

9 Department proposes to remove miscellaneous revenues of ($I0,764) to reflect the

10 proposed Dorchester County transfer. Details of these adjustments are shown on

11 Exhibit DMH.5 of ORS Water/Wastewater Program Specialist, Dawn Hipp..

12 _A_dd_ustment No. 37 - Uncollectible Accounts ..... ORS proposes to adiust ibr

13 uncollectible accounts to reflect the proposed Dorchester County transfer. ORS used

14 a rate of 85% applied to water revenue of $t2,269 ($104) and a rate of.86% applied

15 to seweI revenue of $319,148 ($2,745) for a total adjustment of $2,849.

16 Adiustment No. 38 - Maintenance Expenses - ORS proposes to remove per book

17 maintenance expenses of ($123,130).

18 Addiustment No. 39 -Qperator's Salaries - ORS proposes to remove a total of

19 ($40,451) for per book operators" salaries and the wage adjustment. ORS computed

20 this amount using the total annualized operatols' payroll of $777,898 and 5.20%

21 The factor was computed using customer equivalents as of September 30, 2005 of
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757 for the transferred subdivisions divided by total C%S customer equivalents of

14,559.

A~treatment No. 40 — Ex~eases Charged to Plant — ORS proposes to remove

Expenses Charged to Plant, computed using the adjustment amount of $34,400 (Adj.

No. 14) and the customer equivalent factor of 5.20% for an adjustment of$1,789.

A~dustment No. 41 —General Expenses —ORS proposes to remove per book general

expenses of ($3,242).

A~dustment No. 42 -- Office Salaries " ORS proposes to remove a total amount of

($7,939}for office salaries.

10 Adjustment No. 43 —Pension and Benefits —ORS proposes to remove ($8 537) for

13

benefits for operators and office employees.

Adjustment No. 44 —WSC ~Ex enses -- ORS proposes to iemove a total amount of

($18,750) for %SC corporate office expenses.

Adjustnient No. 45 -~ne reciation E~xense - ORS proposes to remove depreciation

15

16

20

22

expense associated with phnt as of June 2006 for the transferred subdivisions. ORS

used the total transferred plant amount of $1,554,861 (plant of $1,553,072 and

capitalized wages of $1,789) and a 1.50% depreciation rate for a total adjustment of

($23,323).,

Adjustment No. 46 —Taxes Other Than Income -- ORS proposes to remove per book

propeity taxes of ($7,165).

A~dustment No. 47 —P~aoll Taxes — ORS proposes to remove payroll taxes

associated with the transfer of'($4,095),
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t 757 for the transferred subdivisions divided by total CWS customer' equivalents of

2 14,559.

3 Adjustment No. 40 -Expenses Charged to Plant - ORS proposes to remove

4 Expenses Charged to Plant, computed using the adjustment amount of $34,400 (Adj.

5 No. 14) and the customer equivalent factor of' 5.20% for an adjustment of $1,789.

6 Adiustment No. 41 -- General Expenses-ORS proposes to remove per book general

7 expenses of ($3,242).

8 _Adjd'ustment_No. 42 -- Office Salaries .- ORS proposes to remove a total amount of

9 ($7,939) for office salaries.

10 Adjustment No. 43 - Pension and Benefits- ORS ploposes to remove ($8,537) for

1 t benefits for operators and office employees.

12 A_d_djustmentNo. 44- WSC Expenses ....ORS ploposes to remove a total amount of

1.3 ($18,750) for WSC corporate office expenses.

14 A_diustrnent No. 45 ......Depreciation Expense ......ORS proposes to remove depleciation

15 expense associated with plant as of June 2006 for' the transferred subdivisions. ORS

16 used the total transferred plant amount of $1,554,86t (plant of $t,553,072 mid

17 capitalized wages of $1,789) and a 1.50% depreciation rate for a total adjustment of

18 ($23,323).

19 _.A_diustmentNo. 46 - Taxes Other Than Income -- ORS proposes to lemove per book

20 propa_y taxes of($7,16.5).

2t .Ad__d_j__t_m_e_n_t_..N___.____Z._=_.._pa_yrollTaxes - ORS proposes to remove pa3a'oll taxes

22 associated with the transfer of ($4,095).

TIlE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



Testimony of Sharon 6 Scott Docket No. 2006-92-%/S Carohns Water Scrp}cc, inc. .

Page 16

A~d'ustment No 48 —Gross Receipts Taxes -- ORS proposes to remove gross receipts

taxes of ($3,8.50) which was computed using the gross revenues of $342, 181 and

.0112524.

A~dustment No. 49 -- Income Taxes -- ORS proposes to adjust State and Federal

Income Taxes for ($32,854) to reflect the impact of the Dorchester Cotmty transfer„

See Audit Fxhibit S(3S-6.

Ad~ustment No. 50 —Amortization of Pmchase A~cuisition~Ad'ustment QPAA},--

ORS proposes to remove the per book amount for the amortization of the purchase

acquisition adjustment of $2,441,

10 A~dustment No. 51 -- Amortization of Contribution in Aid of Construction g('IAQ—

13

ORS proposes to remove the per book amount for the amortization of contributions

in aid of construction of $9,604..

A~dustment No. 52 -- Custon}er Growth —ORS proposes to reduce Net Operating

Income by ($249) for the customer growth adjustment related to the proposed

Dorchester County transfer. See Audit Exhibit SGS —7.

16 Ad~tLstment No. 53 —P]ant In Service -- ORS proposes to remove plant as of June

18

20

2006 of ($1,554,861) which includes plant in service of ($1„553,072) and capitahzed

wages of ($1,789).

Adjustment No. 54 — Accumulated ~oe reciation - ORS proposes to remove

accumulated depreciation of $181,531 as of June 2006.
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Adjustment No. 48 - Gross Receipts Taxes -- ORS proposes to remove gyoss receipts

taxes of ($3,850) which was computed using the gross revenues of $342,I81 and

.0112524.

_A___djd'ustmentNo. 49 -- Income Taxes .... ORS proposes to adjust State and Federal

Income Taxes for ($32,854) to reflect the impact of the Dorchester County transfer,.

See Audit Exhibit SGS--6.

_Adiustment No. 50 - Amortization of Pmchase Acquisition Adjustment .(_p_AA)_:--

ORS proposes to remove the per book amotmt for the amortization of the purchase

acquisition adjustment of $2,441.

-A__ld'ustmentNo. 51 ---Amortization of Contribution in Aid of Construction_(CLS_C).-

ORS proposes to remove the per' book amount for the amorlization of contributions

in aid of construction of $9,604..

_A__ustment No. 52 -- Customer Growth -ORS proposes to reduce Net Operating

Income by ($249) for the customer growth adjustment related to the proposed

Dorchester County transfer. See Audit Exhibit SGS-- 7.

Adjnstment No. 53 --. Plant In Service ......ORS proposes to remove plant as of June

2006 of ($1,554,861) which includes plant in service of ($1,553,072) and capitalized

wages of($1,789)

_A_diustment No. 54 .- Accunmlated Depreciation - ORS proposes to remove

accumulated depreciation of $181,531 as of June 2006.

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



Testimony of Sharon G Scott Docket Xo. 2006 92-%/S Carolina%'ater Service, inc.
Page17

A~dustment No. 55 - Cash %ork~in ~Ca ital —ORS proposes an adjustment of

($25,033) to cash working capital for the effects of the proposed Dorchester County

transfer. , See Audit Exhibit SOS -8.

A~dustrnent No. 56 - Rater Service C~or oration PVSC) -- ORS recomputed the

10

12

factor used for the allocation of the %SC rate base aAer removal of the customer

equivalents associated with the Dorchester County transfer. ORS used customer

equivalents as of September 30, 2005. A factor of .059056, which excludes customer

equivalents for the transferred subdivisions, was applied to the %SC rate base of

$1,704,694 for an amount of $100,673 less the per book amount of $105,057 for an

adjustment of ($4,384).,

A~dustment No 57 - Contributions in Aid of Construction -- CIAC -- ORS proposes

to remove per book net CIAC of $540,237 as of September 2005.,

A~dusttTtent No. 58 - Plant AccCuisition A~dustment -- PAA --- ORS proposes to

remove the per book net Purchase Acquisition Adjustment of $91,817 as of

September 2005.

Adjustment No. 59- Accumulated Deferred Income Taxes(ADI'Q —ORS proposes

17

18

to remove per book Accumulated Deferred Income Taxes of $63/33 as of

September 2005,

A~d'ustment No. 60 — Customer Deposits —ORS proposes to remove per book

20 customer deposits of $1,208.,
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1 _A__d'ust.rnent No. 55 - Cash Working.._C__ital - ORS pioposes an adjustment of

2 ($25,033) to cash working capital for the effects of the proposed Dorchester County

3 transfer.. See Audit Exhibit SGS -8.

4 _A__d,justment No. 56 -._Water Service Cori2_or_ation_.[WSC) .... ORS recomputed the

5 factor used for the allocation of the WSC rate base after removal of tim customer

6 equivalents associated with the Dorchester County transfer. ORS used customer

7 equivalents as of September 30, 2005. A factor of .059056, which excludes customer

8 equivalents for' the transferled subdivisions, was applied to the WSC rate base of

9 $t,704,694 for an amount of $t00,673 less the per book amount of $105,057 for an

10 adjustment of ($4,384).

1 t _A__ustment No. 57 - Contributions in Aid of Construction ....CIAC .....ORS proposes

12 to remove per book net CIAC of $540,237 as of September 2005..

13 A_d'ustment No. 58 - Plant Aequ_jsi_tjon A_diustment ......PAA ......ORS proposes to

14 remove the per book net Prochase Acquisition Adjustment of $91,817 as of

15 September 2005

16 Addjustment No. 59 - Accumulated Deferred Income Taxes _(_ADI_'_I')-- ORS proposes

17 to remove per book Accumulated Deferled Income Taxes of $63,333 as of

18 September 2005,

19 ..A__djustment No. 60 - Customer Deposits - ORS proposes to remove per book

20 customer deposits of $1,208..
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A~d'ustment No. 61 -- Interest E~xense —ORS proposes to synchronize interest

expense to reflect the proposed Dorchester County transfer. ORS proposes an

adjustment of ($26,793).

Adjustment No. 62 —Operating Revenues —Pr~oosed Increase -- In accordance with

the settlement agreement, ORS and CWS agreed upon an increase in atmual revenues

of $478,215. Details of these adjustments are shown on Exhibit DMH-5 of ORS

Water/Wastewater Program Specialist, Dawn Hipp.

Adjustment No. 63- UncoHectible Accounts --- Proposed Increase —ORS and CWS

10

propose to adjust for uncollectible revenue associated with the proposed revenue

using the uncollectible factors for the test year of .85% for water and .86% for sewer.

ORS removed total uncollectible accounts of ($4,098).. ORS's Water/Wastewater

Department verified that the factors were reasonable based on their examination of

the billing records. CWS proposed an adjustment of ($8,285).

Ad~sarment No. 6rt -- Taxes Other Than Income —,Fr~oozed Increase -- ORS and

16

CWS propose to adjust utility/conunission taxes and gtoss receipts taxes associated

with the proposed revenue. ORS used a factor of .0112,524 which is comprised of

the Public Service Commission and ONce of'Regulatory Staff's factor of .0082524

and the Department of Revenue's factot of .003. ORS's total adjustment amounted

to $5,381 and CWS's adjustment was $10,854..

20 A~d'ustment No. 65 —Income Taxes —Pr~oosed Increase —ORS proposes to adjust

22

Income Taxes by $179,292 for the effects of'the Proposed Increase. Both ORS and

CWS used a 5% rate for state income taxes and a composite rate of 35% for federal
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1 _Ad.justment No. 61 -.- Interest Expense - ORS proposes to syncbaonize interest

2 expense to ieflect the proposed Dorchester County transfer. ORS proposes an

3 adjustment of ($26,793).

4 _A__diustmentNo. 62 - _Qp_9_ratin_g._R_ev_e__n_ue__ss- _P£_o_posedIncrease --- In accordance with

5 the settlement agreement, ORS and CWS agreed upon an increase in aimual revenues

6 of $4"78,215. Details of' these adjustments are shown on Exhibit DMH-5 of ORS

7 Water/Wastewater Program Specialist, Dawn Hipp,

8 Adjustment No. 63-.-Uncollect_ie Accounts ......PrQposed Increase - ORS and CWS

9 propose to adjust for uncollectible revenue associated with the proposed revenue

10 using the uncollectible factois fbr the test year of .85% for water and .86% for sewer.

11 ORS removed total uncollectible accounts of ($4,098).. ORS's Water/Wastewater

12 Department verified that the factors were reasonable based on their examination of

13 the billing records. CWS proposed an adjustment of($8,285).

14 _A__djustmentNo. 64 .....Taxes Other' Than Income .... Pro_posed Increase .....ORS and

15 CWS propose to adjust utility/conunission taxes and gross receipts taxes associated

16 with the proposed ievenue. ORS used a factor of .0112524 which is comprised of

17 the Public Service Commission and Office of'Regulatory Staff's factor of .0082524

18 and the Department of Revenue's factor of .003. ORS's total adjustment arnounted

t9 to $5,38t and CWS's adjustment was $10,854.

20 Ad,jd'ustment No. 65 -- Income Taxes -P._ro_posed Increase ....ORS proposes to adjust

21 Income Taxes by $179,292 for the effects of' the Proposed Increase. Both ORS and

22 CWS used a 5% rate for state income taxes and a composite rate of 35% for federal

TIlE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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income taxes, See Audit Exhibit SGS -. - 6 for details. CWS's computation is based

on the company*s computed taxable income.

~Ad ustment No. 66 —Customer Growth — ORS proposes an adjustment of $977 to

reflect customer growth after the proposed increase using customers updated to latest

available data as of May 31, 2006. Customers are updated since plant additions have

been included to June 2006. See Audit Exhibit SGS -7 for details. ORS used the

number of customers excluding the customers from the proposed Dorchester County

transfer.

9 Q. I'LKASK DKSCRIBK THK RKMAINING AUDIT KXHIITS.

10 A. Audit Exhibit SGS 5 shows the Depreciation and Amortization Expense Adjustment.

13

Audit Exhibit SGS-6 shows the Computation of Income Taxes. Audit Exhibit SGS-7

shows the Customer Growth (."omputation. Audit Exhibit SGS - 8 shows the Cash

Working Capital AHowance. Audit Exhibit SGS —9 shows the Return on Common

Equity„Audit Exhibit SGS - 10 shows the Income Statement for the Test Year

Ended September 30, 2005.. Audit Exhibit SGS —11 shows the Balance Sheet at Test

Year Ended September 30, 2005.

17 Q. DOES TIIIS CONCLUDE YOURTKSTIMONY?

18 A.. Yes, it does.

TIIK OFFICK OF RKGULATORY STAFF
1441 rrIaiu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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1 income taxes. See Audit Exlfibit SGS- 6 for details. CWS's computation is based

2 on the company's computed taxable income.

3 _A0justment No. 66 - Customer Growth - ORS proposes an adjustment of $977 to

4 reflect customer growth after the proposed increase using customels updated to latest

5 available data as of May 31, 2006. Customers are updated since plant additions have

6 been included to June 2006. See Audit Exhibit SGS -7 for details. ORS used the

7 number of customers excluding the customers fiom the proposed Dorchestei Colm_

8 transfer.

9 Q. PLEASE DESCRIBE THE REMAINING AUDIT EXHIBITS.

10 A. Audit ]Exhibit SGS.5 shows the Depreciation and Amortization Expense Adjustment

11 Audit Exhibit SGS-6 shows the Computation of Income Taxes. Audit Exhibit SGS-7

12 shows the Customer Growth Computation Audit Exhibit SGS ....8 shows the Cash

13 Working Capital Allowance. Audit Exhibit SGS .- 9 shows the Remm on Common

14 Equity,, Audit Exhibit SGS .- 10 shows the Income Statement for the Test Year

15 Ended September 30, 2005. Audit Exhibit SGS - 1t shows the Balance Sheet at Test

16 Year Ended September 30, 2005.

17 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

t 8 A Yes, it does.

THE OFFICE OF REGULATORY STAFF
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REPORT OF THE AUDIT DEPARTMENT

THK OFFICK OF REGULATORY STAFF

DOCKET NO. 2006-92-ViVS

CAROLINA %'ATER SERVICE, INC.

SYNOPSIS

Amount Requested — Water-

Per
~Alication

--- --- - --- ----- $196,713*

Per
Settlement Ameernent

$146,129*

Sewer- . ------ ----- -------——----- ----- $769 552*

Unrollectibies —- --------- —-- —.----- — +$,,8~i285 ~,

$3'32,086~

($4 09~8~

Combined-.

Return on Rate Base: Combined Water Sewer

Per Books 2 74% .5,01% 1 86%

Adjusted Per Books 6,05% 5..44% 6.26%

AAer Accounting and Pro Forma Adjs. -------- ---- --- 6.19% 7 12'l' 5.89%

As Adjusted Present- 5.99%

After Proposed Settlement Agreement Increase ------- 7.64%

7 17%

9.19%

5 59%

7.12%

Return on Common ~cLut~t;

After Accounting and Pro Fonna Adjs ---------- ------

As Adjusted Present-- ---------- ---—-----------------—--

After Proposed Settlement Agreement Increase-------

Combined

5.86%

5.36%

9,40%

Water

8 13%

8.26%

13 20%

Sewer

5.14'li

4 39%

8 13%

* Excludes Proposed Dorchester County Transfer

REPORT OF THE AUDIT DEPARTMENT

THE OFFICE OF REGULATORY STAFF

DOCKET NO. 2006-92-W/S

CAROLINA WATER SERVICE, INC.

SYNOPSIS

Amount Requested .-

Pei

Application

Water ...................................................................................$196,713"

Sewer- ...................................................................................$769,552*

Uncoltectibles .............................................................[_$__._ ....

Combined ...........................................................................$_95__980"

Per

Settlement Agleement
$146,129"

$1332,086"

........

_ $4 _74_1"

Return on Rate Base:

Per Books ....................................................................................................2 '74%

Adjusted Per Books ...............................................................................6.05%

After Accounting and Pro Fomla Adjs.- ....................................6_19%

As Adjusted Present ...................................................................................5.99%

After Proposed Settlement Agreement Increase .............. 7.64%

Combined Water Sewer

5.01%

5..44%

7,12%

7 17%

9.19%

1 86%

6,26%

5.89%

5 59%

7.12%

Return on Common Equity:

After Accounting and Pro Forma Adjs..- .................................. 5.86%

As Adjusted Present ................................................................................5.36%

After Proposed Settlement Agreement Increase ............... 9.40%

Combined Water

8.13%

8.26%

t320%

Sewer

5_14%

439%

8 13%

* Excludes Proposed Dorchester County Transfer

i



REPORT OF TEIK AUMT DKPARTMKNT

TEIK OFFICK OF RKGUI.ATORY STAFF

DOCKKT XO. 2006-92-Vi'/S

CAROI. I%A %'ATKR SERVICE, INC.

ORS has performed a review of the Application of'Carolina Water Service, lnc. (hereinafter

referred to as "CWS") along with certain CWS accounting records, relative to its application for

authority to increase certain rates and charges in Docket No. 2006-92 W/S,

CWS is a water and waster atei utility operating in the state of' South Carolina. CWS

furnishes both water and sewer service to residential and commercial customers in the counties of

Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangebuig, Richland, Sumter, Williamsburg,

and York. . CWS's home office is located at 2335 Sanders Road, Northbrook, Illinois, 60062, lts

regiona1 office is located at 110Queens Parkway, West Colmnbia, South Carolina 29169. CW'S is a

wholly-owned subsidiary of'Utilities, Inc. , which is also located at the saine address in Noithbrook,

Hlinois.

ORS respectfully submits the results of its review as follows:

1., CWS filed an application on March 27, 2006 for approval of an increase in rates and

charges for water and sewer services provided to its residentia1 and commercial

customers.

2. This matter is set for public hearing beginning Thursday, September 7, 2006 at 1().30

REPORTOFTHE AUDIT DEPARTMENT

TIIE OFFICEOFREGULATORYSTAFF

DOCKETNO.2006-92-:W/S

CAROLINAWATERSERVICE,INC.

__AN_ALYSIS

ORS has performed a review of the Application of Carolina Water Service, Inc.. (hereinafter

refeIred to as "CWS") along with certain CWS accounting records, relative to its application for

authority to increase certain rates and chasges in Docket No. 2006-92-W/S._

CWS is a water and wastewater utility operating in the state of South Carolina CWS

furnishes both water and sewer service to residential and commercial customers in the counties of

Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangebmg, Richland, Smnter; Williamsburg,

and York. CWS's home office is Iocated at 2335 Sanders Road, Northbrook, Illinois, 60062. Its

regional office is located at 110 Queens PaIkavay, West Columbia, South Carolina 29169.. CWS is a

wholly-owned subsidiary of Utilities, Inc., which is also located at the same address in Northbrook,

Illinois.

ORS respectfully submits the results of its review as follows:

1.. CWS filed an application on March 27, 2006 for approval of an increase in rates and

charges fbr water and sewer services provided to its residential and commercial

customers.

2. -Ihis matter is set for public hearing begim_ing Thursday, September 7, 2006 at 10:30

a in.



3. CWS's apphcation uses a test year ending September 30, 2005.

4., The foHowing is a summary ofCWS's most recent rate case Nings:

Date of Effective Docket Amount
Order Date Number R~euested
06/22/05 06/22/05 2004-357-W/S $1,815,528
(Appeal Pending)
08/27/01 08/27/01 2000-207-W/S $685,063

Amount Retutn on
Granted Rate Base
$1,146,000 8,02%

$406,246 10..06% 12.01%

05/31/94 05/31/94 93-738-WIS $804,492 $664,542

05/11/93 05/11/93 91-641-W/S $863,690 $175,405

08/01/90 08/01/90 89-610-WIS $967,706 $845,976

06I05/89 06/05/89 88-241-W/S $412,167 $20,460

12/01/86 12/01/86 86-220 W/S $414,936 $2,87,87.5

ORS's exhibits related to CWS's proposed increase are as follows:

13.86%

7.52%

10.42%

10.,27%

1138%

AIJDIT KXBIBIT SGS-I: OPERATING EXPERIENCE RATE BASK AND RATKS OP

RETURN-COMM NKD

Shown in this exhibit is CWS's Operating Experience, Rate Base, and Rates of Retiun for the

test year ended September 30, 2005. The exhibit's format is designed to reflect per book inforniation,

per books adjusted for Revenue and other adjustments generated &om Docket No. 2004-357-W/S,

and applicable accounting and pro fotrna adjusttnents necessary to correct or normalize the results of

CWS's test year operations. .

ORS verified the per book balances fo the books and records of CWS. The book figures

reflect that Operating Revenues for CWS totaled $6,047,725 and Total Opeiating Income totaled

$446,304 plus Interest During Construction of $6,624, for Net Income For Return of $452,928..

CWS's per book Total Rate Base was $16,503,928. A per book Return on Rate Base of 2.74% was

computed using Net Operating Income of $452.,928 and a rate base of $16,503,928, Tlie per book

numbers v "ere adjusted to reflect additional revenue and othei adjustments from Docket No 2004--357-

W/S. As a result of these adjustments, total operating revenues amounted to $6,734,985, Net Income

,

4.,

CWS's application uses a test year ending September 30, 2005.

The following is a summary of CWS's most recent rate case filings:

Date of Effective Docket Amount Amount Return on Operating

Order Date Number Requested Granted Rate Base Marzin

06/22/05 06/22/05 2004-357-W/S $1,815,528 $t,I46,000 8.02% 8.13%

(Appeal Pending)

08/27/01 08/27/01 2000-207-W/S $685,063 $406,246 i0..06% 12.01%

05/31/94 05/31/94 93-738-W/S $804,492 $664,542 13.86%

05/11/93 05/11/93 91-641-W/S $863,690 $175,405 7.52%

08/01/90 08/01/90 89-610-W/S $967,706 $845,976 - 10.42%

06/05/89 06/05/89 88-24I-W/S $412,167 $ 20,460 10.27%

12/01/86 12/01/86 86..220-W/S $414,936 $287,875 . 11.38%

ORS's exhibits related to CWS's proposed increase are as follows:

AUDIT EXHIBIT SGS-t: OPERATING EXPE_.RIENCE, RATE....BA_SSE, ._D___R_ATF_S OF

RETURN-COMBINED

Shown in this exhibit is CWS's Opelating Experience, Rate Base, and Rates of Retmn for the

test year ended September 30, 2005. The exhibit's format is designed to ieflect per book irfformation,

per books adjusted fox' Revenue and other adjustments generated fiom Docket No. 2004-357-.W/S,

and applicable accounting and pro forma adjustments necessary to correct or normalize tile results of

CWS's test year operations

ORS verified the per book balances to the books and records of CWS. The book figures

reflect that Operating Revenues for CWS totaled $6,047,725 and Total Operating Income totaled

$446,304 plus Interest During Construction of $6,624, foi Net Income For Return of $452,928.

CWS's per book Total Rate Base was $16,50:3,928. A per book Return on Rate Base of 2.74% was

computed using Net Operating Income of $452,928 and a late base of $16,503,928._ The pet book

numbers were adjusted to reflect additional revenue and other adjustments fiom Docket No 2004-357-

W/S. As a result of these adjustments, total operating revenues amounted to $6,734,985, Net Income



for Return of $92'7,688 and Total Rate Base of $1.5,339,883.. The resultant return on rate base was

6.05% on adjusted per book operations ORS's accounting and pro forma adjustments were added to

adjusted per book operations. The net effect of these adjustments produced Total Operating Revenues

of $6,717,812, Net Income for Return of $1,132,619 and a Total Rate Base of $18,288,696. Using the

Net become for Return and Total Rate Base, ORS computed a Rate of Return on Rate Base of 6.. 19%

aAer accounting and pro fotma adjustments.

ORS has included the effects of the proposed Dorchester County transfer which i~eludes

King's Grant, Teal on the Ashley, and Plantation Ridge subdivisions. ORS verified the amounts to

CWS books and records and recomputed corresponding adjustments. ORS removed ($339,332) from

Revenue, ($259,502) from expenses and ($706,152) from rate base. . AAer the effects of the Dorchester

County transfct, Total Operating Revenues were $6,378,480, Total Operating Expenses were

$5,329,474, and Net Income for Return was $1,052,540. ORS computed Total Rate Base of

$17,582,544 and a Return on Rate Base of 5,99%.

CWS has requested an increase in rates which wouM produce additional net annual revenues

of $903,922, comprised of a water increase of $194,411, a sewer increase of $717,332, and

uncollectible revenue of ($7,821). As a compromise ORS and CWS agree to a net increase in annual

revenues of $474, 1 17. ORS adjusted for' utihty/commission gf'oss r'ecelpts taxes and lnconte taxes

associated with the proposed increase.

AAer the proposed increase, Total Operating Revenues were $6,852,597 and Net Income

for Return of was $1,.342,961 Total Rate Base after the proposed increase was $17,582,544. Using

Net h&come for Return and Total Rate Base aAer the proposed increase, ORS computed a Return on

Rate Base of ? .64%.

for Returnof $927,688andTotalRateBaseof $15,339,883..Theresultantreturn on tate base was

605% on adjusted per book operations ORS's accounting and pro forma adjustments were added to

adjusted per book operations. The net effect of these adjustments ptoduced Total Operating Revenues

of $6,717,812, Net Income for Return of $1,132,6t9 and a Total Rate Base of $18,288,696.. Using the

Net Income for Return and Total Rate Base, ORS computed a Rate of Return on Rate Base of 6..19%

after accounting and pro foima adjustments.

ORS has included the effects of the proposed Dorchester County transfer which includes

King's Giant, Teal on the Ashley, and Plantation Ridge subdivisions. ORS verified the amounts to

CWS books and records and recomputed corTesponding adjustments. ORS removed ($1339,332) from

Revenue, ($259,502) from expenses and ($706,I52) from rate base.. Afte_ the effects of the I)orchestel

County transfi_t, Total Operating Revenues wele $6,3'78,480, Total Operating Expenses were

$5,329,474, and Net Income for Return was $1,052,540. ORS computed Total Rate Base of

$17,582,544 and a Return on Rate Base of 5..99%.

CWS has requested an inciease in rates which would produce additional net manual tevenues

of $%'93,922, comprised of a water increase of' $194,411, a sewer increase of $717,3132, and

uncollectible revenue of ($7,821). As a compromise ORS and CWS agree to a net increase in annual

revenues of $474,117. ORS adjusted for utility/commission gross receipts taxes mad income taxes

associated with the proposed increase.

After the proposed increase, Total Operating Revenues were $6,852,597 and Net hacome

for Return of was $t,342,961. Total Rate Base after the proposed increase was $17,582,544.. Using

Net Income for Return and Total Rate Base after the proposed increase, ORS computed a Return on

Rate Base of 7.64%.

- 3



AUMT EXHIBIT SGS-2: OPERATING EXPERIENCE~RATE BASE AND RATKS OF

Shown in this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Water Operations,

AUDIT KXIIIBIT SGS-3: OPERATING EXPERIENCE RATE BA~SK AND RATES OF

RETURN-SEWER

Shown in this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Sewer Operations.

AUDIT KXHIBIT SGS-4: KXPI.ANATION OF ACCOUNTING AND PRO FORMA

ADJUSTMKNTS- %'ATKR. SKAV~KAND COMBINED

Shown in tins exhibit are the details of accounting and pro forma adjustments made to correct

or normahze ( WS's water and sewer operations and to reflect the proposed increase. , For comparative

purposes, ORS and CWS's adjustments are both presented in this exhibit. ,

AUDIT FXHIBIT SGS-5: DEPRECIATION AND AMORTIZATION KXZKNSK

AD JUSTMFNT

Shown in this exhibit are ORS's computations of the adjustments to Depreciation Expense

and the amortization of Contributions in Aid of Construction (CIAC), The Depreciation rate of 1.50%

(66.67 years) was used for plant in service and 25.00% {4years) was used for vehicles and computers

as recommended by ORS's Water/Wastewater Department.

AUDIT EXHIBIT SGS-6: COMPUTATION OF INCOME TAXES

Shown in this exhibit is ORS's computation of State and Federal Income Taxes based on

taxable income, adjusted per books, aAer accounting and pro forma adjustments, as adjusted

present, and after the effect of the requested increase. ORS and CWS used the state income tax rate

AUDIT EXHIBIT SGS-2: OPERATING EXPERIENCE___RATE BASE AND RATES OF

RETURN- WATER

Shown ill this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Water Operations.

AUDIT EXHIBIT SGS-3: OPERATING EXPERIENCE_ RATE BASE, AND RATES OF

RETURN-SEWER

Shown in this ORS exhibit is the Operating Experience, Rate Base, and Rates of Return for

CWS's Sewer G_perations.

AUDIT EXHIBIT SGS-4: EXPLAaNATION OF ACCOUNTING AND PRO FORMA

ADJUSTMENTS.- WATER. SE_,VER_ AND COMBINED

Shown in tiffs exhibit ate the details of accounting and pro forma adjustments made to correct

or normalize CWS's water and sewer operations and to reflect the proposed increase.. For comparative

purposes, ORS and CWS's adjustments are both presented in this exhibit.,

AUDIT EXHIBIT SGS..5: DEPRECIATION AND AMORTIZATION EXPENSE

ADJUSTMENT

Shown in this exhibit ate ORS's computations of the adjustments m Depreciation Expense

and the amortization of Contributions in Aid of'Construction (CIAC). "Ihe Depreciation rate of1.50%

(66.67 years) was used for plato in service and 25.00% (4 years) was used for vehicles and computers

as recommended by ORS's Water/Wastewater Department,

AUDIT EXHIBIT SGS-6: COMPUTATION OF INCOME TAXES

Shown in this exhibit is ORS's computation of State and Federal Income Taxes based on

taxable income, adjusted per books, after accounting and pro forma adjustments, as adjusted

present, and after the effect of the requested increase. ORS and CWS used the state income tax rate

" 4 .-.



of 5% and composite federal income tax rate of 35%.

AU@IT KXHIBIT SGS-7:CUSTOMm GauymH CpmPUTATION

Shown in this exhibit is the computation of CWS's customer growth. ORS used the number

of customers at 10/01/2004 and 5/31/2006 to compute the growth factor. Since ORS proposes to

include plant additions as of 6/2006, the latest available number of customers is used to compute the

growth factors. . ORS computed a gtowth factor of .40 % for water operations and a growth factor of

,31% for sewer operations. Combined customer growth was computed by adding water customer

gro~ and sewer customer growth.

AUMT KXHIBIT SGS-8: CASH WVORMNG CAPITAL ALLOAVANCK

Shown in ORS's exhibit is the calculation of cash working capital after accounting and pro

fonna adjustments and as adjusted present operations at September 30, 2005, ORS uses a forty-five

day cash working capital allowance since CWS bills in arrears. .

AUMT FXHIBIT SGS-9: RKTURN ON COMMON EQUITY —WATK~ SKYE~ AND

CWS's return on common equity is computed both before and aAer the requested increase,

The rate base, as shown on Audit Exhibit SOS-l, is allocated among the various classes of debt and

equity according to the respective ratios as computed using C%S*sparent company's capital structure

as of September 30, 2005.

ORS computed the amount of total income for return necessary to cover an embedded cost

rate of 6.42% on long-term debt„The remainder of total income for return for combined operations

produces a return of 5,.86% to common equity aAer accounting and pro forma adjustments. The overall

cost of capital was 6.20%. Such overall cost equals the rate of return on rate base shown on Audit

Exhibit S(3S-1..

of 5% and composite federal income tax rate of 35%.

AUDIT EXHIBIT SGS-7: CUSTOMER GROWTH COMPUTATION

Shown in this exhibit is the computation of CWS's customer growth. ORS used the number

of customers at t0/01/2004 and 5/31/2006 to compute the growth factor. Since ORS proposes to

include plant additions as of 6/2006, the latest available number of customers is used to compute the

growth factom ORS computed a growth factor of .40 % for water operations and a growth factor of

.31% for sewer operations. Combined customer growth was computed by adding water customer

growth and sewer customer growth.

AUDIT EXIHBIT SGS-8: CASH WORKING CAPITAL ALLOWANCE

Shown in ORS's exhibit is the calculation of cash working capital after accotmting and pro

fonna adjustments and as adjusted piesent operations at September' :30, 2005. ORS uses a forty-five

day cash working capital allowance since CWS bills in arreaIs..

AUDIT EXHIBIT SGS-9: RETURN ON COMMON EQUITY -. WATER_ SEWER: AND

COMBINED

CWS's return on common equity is computed both before and after tile requested increase.

The rate base, as shown on Audit Exhibit SGS-I, is allocated among the various classes of debt and

equity according to the respective ratios as computed using CWS's parent company's capital structure

as of September 30, 2005.

ORS computed the amount of total income for retmn necessary to cover an embedded cost

rate of 6.42% on long-term debt.. The remainder of total income for return for' combined operations

produces a return of 5,.86% to common equity after accounting and pro forma adjustments. The overall

cost of capital was 6.20%. Such overall cost equals the rate of return on rate base shown on Audit

Exhibit SGS--1

- 5 ,-



As Adjusted Present income available to common equity amounts to $385,420 and the return

on common equity amounts to 5.36%. Overall cost of capital as shown in this exhibit equals 5,98%.

Such overall cost of capital equals the rate of return on rate base on Audit Exhibit SGS-I.

As a compromise, ORS and C%S agree to additional net revenues of $474, 117. Income

available to common equity increases to $675,841 and return on common equity increases to 9 40% as

agreed in the settlement agreement between ORS and CKS. The overall cost of capital as shown in

this exhibit equals 7.64%. Such overall cost of capital equals the rate of return on rate base on Audit

Exhibit SGS-1.

Included in this exhibit is the Return on Common Equity as allocated to C%'S's water and

sewer operations.

AUDIT EXHIBIT SOS-10: INCOME STATEMENT

CWS's Income Statement for the test year ending September 30, 2005 is reflected in this

exhibit ORS verified the income statement to the books and records of CWS

AUDIT EXHIBIT SGS-II:BALANCE SHKKT

Shown in this exhibit is the Balance Sheet of CKS as of September 30, 2005, ORS verified

the balances contained in this statement to the books and records of CWS.

As Adjusted Present income available to conmaon equity amomlts to $385,420 and the rett_n

on common equity amounts to 5.36%. Overall cost of capital as shown in this exhibit equals 598%.

Such overall cost of capitat equals the rate of return on rate base on Audit Exhibit SGS-1.

As a compromise, ORS and CWS agIee to additional net revenues of $474,117. Income

available to common equity increases to $675,841 and Ietum on common equity increases to 940% as

agreed in the settlement agreement between ORS and CWS. The overall cost of capital as shown in

this exhibit equals 7.64%. Such overall cost of capital equals the rate ofretum on rate base on Audit

Exhibit SGS..1.

Included in this exhibit is the Retmn on Common Equity as allocated to CWS's water and

sewer operations.

AUDIT EXHIBIT SGS,-10: INCOME STATEMENT

CWS's Income Statement for' the test year ending September 30, 2005 is reflected in this

exhibit ORS verified the income statement to the books and records ofCWS

AUDIT EXItlBIT SGS-11: BALANCE SHEET

Shown in this exhibit is the Balance Sheet of CWS as of September 30, 2005.. ORS verified

the balances contained in this statement to the books and records of CWS
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Audit Exhibit SGSP

Carolina Water Service, inc,
Exp)anat(on of Accounting and Pro Fonna Adjustments

For the Test Year Ended Septefnbsr 30, 2005

De~seri ti n Combined Sewer

Additional Adjustments From Docket No 2004-35?-W/S

1 oRs and cws propose to adjust revenues to reflect an
entire year of consumption snd billing units st present rates
ordered in Docket No. 2005-357.W/S

Per ORS

Per CWS

693,274

693,278

35.235 658,039

35,235 658,043

Lat tigsgftecttble AqggyntS

2 ORS pmposes to adjust for uncothcbbte accounts
associated with the additional revenues from Docket No
2004.357-W/5 using an uncolhcdbh rate of 85% for total
water revenue of $1,922,393 and 86'k for total sewer
revenue of $4,755,009 ORS computed a total uncotlecgbfe
amount of ($57,233) less the per book amount of ($51219)
for an adjustment of ($6,014) CWS used the same
uncoihctibh rates applied to additional water and sewer
revenue from Docket No 2004-357 W/S

Psr ORS

Per CWS (5,958

360

(CCDsereci~atio & Ex~tra ~rt a Re~lrem nt

3 ORS proposes to adjust for the extraordinary retirement of
xvelis of $29,924 and removal of depreciation expense
($7,568) as approved in previous CWS rate cases CWS
inadvsrtentty left these amounts off the schedules.

Per ORS

Psr CWS

LOlr»~lh Th !LL
4 ORS and CWS propose to adjust for Utility/Commission and

Gross Receipts taxes associated with the additional
revenues from Docket No 2004.357-W/S.

Psr ORS

Per CWS

7,405

5 ORS proposes lo remove property taxes associated with the
retired wells as approved in previous CWS rate cases

Per ORS

Per CWS

(8,559) (8,559)

0

Total Taxes Other Than income - Per ORS 58 8,163 7,405

6 ORS and CWS propose to adjust for federal and state
income taxes associated with the additional revenues and
other adjustments from Docket No 2004-357-W/S

Per ORS

Per CWS

-10-
199,180

33,912

39,364

156,990

159,816

Carolina Water Service, Inc.

Explanation of Accounting and Pro Forrna Adjustments

For the 'Test Year' Ended September 30, 2005

Audit Exhibit SGS4

Oe_n

Additional Adtustments From Docket No, 2004-357-W/S

(/kL_

1 ORS and CWS propose to ad}ust revenues to reflect an

entire year of consumption and billing units at present rates
erde_ in Docket No. 2005_57-.W/S.

Per ORS

Per CWS

J_B_._llect|b le Aq__f_ggn_ts

2 ORS proposes to adjust for uncol_ctlbte accounts
associated with the addP3onal revenues from Docket No

2004 357-W/S using an uncolTectible rate of 85% for total

water revenue of $1,922,393 and 86% for total sewer

revenue of $4,755,009 ORS computed a total uncollectible

amount of ($57.233) less the per book amount of ($51,219)

for an adjustment of ($6.014) CWS used the same

uncollectible rates applied to additional water and sewer
revenue from Docket No 2004-357..W/S

Per ORS

Per CWS

_rectatl__p__ &_=E=xtra or_ R e_re_

3 ORS proposes to adjust for the extraordinary retirement of
wells of $29.924 end remove{ of depreciat_n expense

($7.568) as approved in previous CWS rate cases CWS

inadvertently left these amounts off the schedules.

Per ORS

Per CWS

DLDI.Eaxes__han In__m_

4 ORS and CW$ propose to adjust fer Utility/Commis.,*',ion and

Gross Receipts taxes associated with the additional
revenues from Docket No 2004-357-W/S.

Per ORS

Per CWS

5 ORS proposes to remove property taxes associated with the
retired wells as approved in previous CWS rate cases.

Per ORS

Per CWS

Total Taxes Other Than lnco_m.e - Per ORS

LEJ_Jncq_m_ T__

6 ORS and CWS propose to adjust for federal and state

income taxes associated with the additional revenues and

other adjustments from Docket No 2004-357-WTS

Per ORS

Per CWS

Combined Water Sewer

$ $ $

693,274 35,235

693.278

658,039

35,235 658,043
..... ,, , , , , , ,....

,,, (6,0141........... (36o)............. (5,0__

(59._) (29B) (5_o)................. ,..... _, ,, ..........

22.3.56 22.356 O

0 0 0

7,801 396 7,405

17 1 16

(8.559) (8,559) 0

............. o_................... o .............. o_..

(7_) ..... _6;3) 7.40s

-10-

190.902 33,912 156,990

199.180 39.364 159,816



Audit Exhibit SGSP

Caro(ina Water Service, inc.
Exp)enation ot Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

D~escri tion

trLGdtt Pt tt ~8

Sewer
$ $ $

7 ORS and CWS pro pose fo adjust for removal of we8s
($299,237) and plant sample items ($8,957) as approved in
previous CWS rate cases

Per ORS

Per CWS

(308,194)

(308,194)

(302,688)

(302,668)

(5,526)

8 ORS and CWS propose to adjust for excess hook value
carried forward from the last rate case to the end of the test
year

Per ORS

Per CWS

Total Gross Plant ln Service - Per ORS

(888,569) (340,322) {548+47)

St~8888 ~848.822 t848.~474

't, 196,763

tg}~Acorn~at ted De~reels+on

9 ORS and CWS propase to adjust accumulated depreciation
for the removal of watts ($31,767) and plant sample item
($951)as adjusted in the fast rate case to the end of the test
year

Per ORS

Per CWS

32,718

32,718

31,?6?

31,?6? 951

LH~tnte re st E~xns

10 ORS and CWS propose to adjust for interest expense
associated with the previous adjusttnents relaterf to Docket
No 2004-357-WIS using the long-term debt ratio of 59 10dk
and the embedded cost of debt of 6 42%

Per ORS

Per CWS

582,45 194,945 {387,512

(582,45? 194,945 387,512

Ad * tea dPPF* ~Ad t * td

Ql ~Oerat~tn R~evenu

11 ORS and CWS propose to adjust operating revenues to
reflect current customers at current rates as computed by
ORS's vrater and wastewater department

Per ORS

Per CWS

17.324

17,310

34,722

LJ} Uncolle~ch~tAccounts

12 ORS and CWS propose to adjust uncoltectibfe accounts far
the effect of the pro fonna revenue adjustments ORS and
CWS used uncollectibie rates of 85% for water and 86% for
sewer

Per ORS

Per CWS

151

151 147 298

Carolina Water Service, inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Audit Exhibit SGS-4

Description

{F_)_Gr_s Plant In Servlc.-e

7 ORS and CWS propose to adjust for removal of wells

($299,237) and plant sample items ($8,957) as approved in
prev_us CWS rate cases

Per ORS

Per CWS

8 ORS and CWS propose to adjust for excess book value
carded forward from the last rate case to the end of the test

year

Per ORS

Per CWS

'Total Gross Plant In Service - Per ORS

(_) A¢cumulpted Der_r__la_on

9 ORS and CWS propose to adjust accumulated depredation

fol the removal of wefts ($310767) and plant sample item

($951)as adjusted in the last rate case to the end of the test

year

Per ORS

Per CWS

LH.L_.t.__r e__st_Ex_E_____

t0 ORS and CWS propose to adjust for interest expense

assoc{ated with the previous adjustments related to Docket

No 2004-357-W/$ using the tong-term debt ratio of 59 t0%
and _e embedded cost of debt of 6 42%

Per ORS

Per CWS

Accounting and Pro Forma Adiustments

f__ O_eratin_g._

11 ORS and CWS propose to adjust operating revenues to

reflect current customers at current rates as computed by

ORS's water and wastewater department.

Per ORS

Per CWS

gJ _ Uncotlec__Jbl_ A_ccounte

12 ORS and CWS propose to adjust uncollectibte accounts for

the effect of the pro forma revenue adjustments ORS and
CWS used uncollectibte rates of 85% for water and 86% for

sewer

Per ORS

Per (.,'INS

Combined Water Sewer'

$ $ $

(308,_04) (302,e_) (5,526)

(308,194) (302,668) (5,526)

(888,569) (348.322) {548,247)

___L_88,_9) __ ...... £___.,247)

II :1.96,763r) .......... {642,99?) .... (_,_

32,718 3t,767 951

_2.718 3_,7_z ...... 95_

(582,457)..... (t94.945) (387,5t2)

........(5182.457)...... (1_._5) ....... (_ 7111512)

(17,324) 17,398 (34,722)

{!7.310) 17,394 p4,7Q4)

...... 151 (148) 2oo

_51 (147) 29a

-11-



Audit Exhibit SGSX

CaroHna Water Service, inc,
Explanation ot Accounting and Pro Forms Adjustments

For the Test Year Ended September 30, 2005

Desc~ri ti Combined Water Sewer

} IWyt~n~ Ex~ensee

13 ORS snd CWS propose to atffust operators' salaries ORS
proposes to annvs$ze operators' salary expenses using
wage rates ss of May 2006 and wage allocation factors as of
September 2005 ORS did not include a 4% cost of living

increase, since supporting documentation was not received
in sufficient time to aflow for its audit CWS included a 4%
cost of eving increase

Per ORS

Per CWS 38,898

41,997

62,764

14 ORS and CWS propose to adjvst Operating Expense
Charged to Plant to re6ect the pmposed increase in the
wage adjvstment ORS computed s factor of 39,30% vsing
actual test year data CWS used s capftaliza6on factor of
35 16%which wss based on annuslized wages

Per ORS

Per CWS

ft3,175)

2,?65

(21,225}

Total Maintenance E~xenses - Per ORS 33,666 20,772

lu, .su ~&E"

15 CWS and GRS propose to adjust office salary expenses.
ORS annualized salaries using wage rates as of May 2006
and wage allocations as of September 2005 ORS did not
include s 4% cost of living increase, since supporting
documentation was not received in sufficient time to allow for
its audit

Per ORS

PerCWS

40,752

79,851

15.608 25,144

49,286

16 ORS proposes to indude current rate case expenses,
unamortized rate case expenses. other expenses from

Docket No 2004D5?.WfS, and CWS's portion of the
UtiTi5es Management Avdit costs, att totaling $485,774 This
amount is amortized over s three-yesr period for an amount
of $161,925 tees the per book amount of $23,117 for sn
adjustment of $138.808 ORS adjusted for actual expenses
incurred at the end of the avdit

Per ORS

Per CWS

138,808

106,849

53.163

40+23

85,645

65,926

17 ORS and CWS propose to adjust for pension snd other
benefits associated with the wage increase.

Per ORS

Per CWS

13,888

16,298

5,319

-12-

Audit Exhibit SGS-4

Carolina Water Service, Inc..

Explanation of Accounting and Pro Forma Adjustments

For the 'Test Year Ended September 30, 2005

Des_

t_LM,_in_nan_ Expenses

Combined Water Sewer

$ $ $

13 ORS and CWS propose to adjust operators" salaries. ORS

proposes to annuatize opera_ors' salary expenses using

wage rates as of May 2006 and wage allocation factors as of

September 2005 ORS did not include a 4% cost of living

increase, since supporting documentation was not received
in su_cient time to allow for its audit CWS included a 4%

cost of living increase

Per ORS 68.065 26,069 41,997

Per CWS 101,662 38,898 82,764

14 ORS and CWS propose to adjust Operating Expense

Charged to Plant to reflect the proposed increase in the

wage adjustment ORS computed a factor of 39.30% as_,'-.g

actual test year data CWS used a capitalization factor of
35 16% which was based on annualized wages

Per ORS

Per CWS

Total Maintenance Expenses -Per ORS

(34,4oo) (13.175) (21.225)

........... zE_,21_........... _ .................(4.4____

33.666 12,894 20.772

15 CWS and ORS propose to adjust office salary expenses.

ORS annualized salaries using wage rates as of May 2006

and wage allocations as of September 2005 ORS did not

include a 4% cost of living increase, since supporting
documentation was not received in sufficient time to allow for

its audit

Per ORS

Per CWS

t6 ORS proposes to include current rate case expenses,

uP,amortized rate case expenses, other expenses from

Doc&et No. 2004-357..W/S. and CWS's porSc_q of the

Utilities Management Audit costs, atl totaling $485.774 ]'his

amount is amortized over a three.year period for an amount

of $161,925 tess the per book amount of $23,117 for an

adjustment of $138.808 ORS adjusted far actual expensas
incurred at the end of the audit

Per ORS

Per CWS

17 ORS and CWS propose to adjust for pension and other

benefits associated with the wage increase.

Per ORS

Per CWS

40,752 15.608 25.144

79.851 30,565 49.286

138,808 53.163 85,645

106,849 40_23 65.926

t 3.888 5,319 8,569

16,298 5,233 10.065

-12-



Audit Exhibit SGS4

Carolina Water Service, inc, .

Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended September 30, 2005

~vesc I tlon Combined Water Sewer

18 ORS and CWS propose to remove DHEC fines of (St3,600)
ORS also proposes to remove other legal fees associated
with lobbying of {$33,375).

Per ORS

Per CWS

19 ORS proposes to annualize Interest on customer deposits
using the test year ending balance and the approved interest
rate of 350%

(46,975)

(13„600) (5.209) {8,391)

{17,992) {28,983)

Per ORS

Per CWS

666

r t~l LEule -r olts 14'7,139 56,353 90.?86

{tt~t~rgiat~ln ExxEI

20 CWS pmposes to annuaBze depreciafron expense using
essmated plant additions ORS proposes to annualize
deprectagon expense as of June 2006 for known and
measurable net plant in service See Audit Exhibit SGS-5 for
details

Per ORS

Per CWS

45,172 52,024

15,248 89,361

LNN T8598 Ogrer Thyn \ncomy

2t CWS and ORS pmpose to adjust for payroll taxes
associated with the wage adjustment

Psr ORS

Per CWS

5,62t 2,153

3,324

3,468

5,385

22 ORS proposes to adjust for Unity/Commission and gross
receipts taxes after accounting and pro forms adjustmsnts

Per ORS

Psr CWS

23 ORS and CWS propose to remove a tax accrual for property
taxes to reflect actuai test year expense

Psr ORS

Per CWS

{513,569)

~513,569

{196,697)

196,69

(316,872)

|3t6.87+2

Total Taxes Other Than Income - Per O{LS 508,143 194,348 313,79

IQl.t cQ~~~lA 1

24 ORS and CWS propose to adjvst income taxes after
accounting and pro forms adjustments See Audit Exhibit

SGS -6

Per ORS

Psr CWS

59,341

195,114

51,021

64,138 130,976

-'t3-

Audit Exhibit SGS,-4

Carolina Water Service, lnc,,

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30. 2005

Description

18 ORS and CWS propose to remove DHEC fines of ($13,600)

ORS also proposes to remove other legal fees associated
with lobbying of ($33,375).

Per ORS

Per CWS

19 ORS proposes to annualize interest on customer deposits

using the test year ending balance and the approved interest

rate of 3 50%

Per ORS

Per CWS

'_TeCtal Expenses - Per ORS

Combined Water Sewer

$ $ $

(46,975) (17.992) (28.983)

(t3,600) (5.2O9) (e0391)

666 255 411

................_ .............02___.................__9_0

14'7_139 56,353 90.786

[M_LP_j2reciation Expense

20 CWS proposes to annuafize depreciation expense using

eslJmaled plant additions ORS proposes to ennua_.e

depreciat_n expense as of June 2006 for known and

measurable net plant in service ,See Audit Exhibit SGS-,5 for
detaPs

Per ORS

Per CWS

45,172 , I6,852} ,, 52,024

I04,809 15,2_ e9,38t

NN_a_x_ _LO.t h_e! ._Th.__p n_I_n_co m_

2t CWS and ORS propose to adjust for payroll taxes

assoc, iated with the wage adjustment

Per ORS

Per CWS

22 ORS proposes to adjust for Utitlty'Commission and gross

receipts taxes efler accounting and pro forma adjustments

Per ORS

Per CWS

23 ORS and CWS propose to remove a tax accrual for property

taxes to reflect actual test year expense.

Per ORS

Per CWS

Total Taxes Other Than Income - Per OP_

5,621 2,153 3,468

8,689 3,324 5,385

(195) 196 (391)

0 1 0

(513,569) (196,697) (316,872)

__.__ ......... (196,69;3..........(3_6.872)

• (50_.143) (t9,._8_..........P13.79_

LQJLt_c_om_m__7__ - AS Adjusted

24 ORS and CWS propose to adjust income taxes after

accounting and pro forma adjustments See Audit Exhibit
SGS--6

Per ORS

Per CWS

59,341 51,021 8,320

195,114 64,t38 130,976

-13-



Audit Exhibit SGSR

Carolina Water Service, inc.
Explanation of Accovntjng and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Des~crt tion Water Sewer

LPLxmydlmtfeLILttc~ ~IAI lxgL xx
25 ORS and CWS proposes to annualize amorbzstton of ClAC

as of September 30, 2005 The purpose of!his adjustmsnt
is to properly calculate snxxttzatton expense associated with
ClAC ORS and CWS amortized OAC using a 1 5% rate

Per ORS

Psr CWS

{2,120

10,314

f@ trrest~Drtn ~Cn~sc on tffj
28 ORS and CWS propose to eliminate interest During

Construcgon 0DCj for rate making purposes ORS and
CWS did not include Construction Work in Progress in rate
base snd therefore IDC is egminsted as an addition to net

Per ORS

Per CWS

6,624

6,624

1,979

1,979

tal~uto~mr~Eovdh

27 ORS proposes to adjust for customer growth atter
accounting and pro fonna adjustments ORS used the latest
avasabts number of customers as of May 31,2006 Plant
additions have been induded to June 2006 Sse Audit
Exhibit SGS -7.

Psr ORS

Per CWS

1,262 2,521

!sc~~pt r

28 ORS and CWS propose to adjust for pro forms plant
additions and redremenls ORS's adjustment is based on
known and measurable plant in service induding general
ledger additions, capitsftzsd time snd pro forms ptant
addtgons and retirements ss of June 2006 CWS's
adjustment is based on estimated amounts

Per ORS

Psr CWS

2,6 70,377

3,363,037

285,318

506,328

2,385,059

2,856,709

29 ORS proposes to capdalizs wages, taxes, and bensrts as a
result of the payroll adjustment ORS capitalized 39 3tyy of
the wage adjustment

Psr ORS

Per CWS

13,175 21,225

Total Gross Plant ln Service - Per ORS 2,704,777 298,493

-14-

Audit Exhibit SGS-4

Carolina Water Service, Inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Description

L_)_ _m_L'_7_attor_ of Contributions In Aid of Construction

25 ORS and CWS proposes to annualize amort_zatlon of CtAC

as of September 30, 2005 The purpose of I_s adjustment

is to properly calculate amortization expense associated wP.,h

CtAC ORS and CWS amo_zed CIAC using a 15% rate

Combined Water Sewer

$ $ $

Per ORS

Per CWS

LqL_t_e_nstruction (JDC)

26 ORS and CWS propose to eliminate _nterest During

Constn_tlon (IDC) for rate making purposes ORS and

CWS d_d not include Const_ction Work in Progress in rate
base and therefore IDC is eliminated as an addition to net

_3OflfN_

Per ORS

Per CWS

C_tomcr Growth

27 ORS proposes to adjust for customer growth after

accounting and pro forma adjustments ORS used the latest

ava_ble number of customers as of May 3t. 2006 Plant
additions have been included to June 2006 See Audit

Exhibit SGS -7.

Per ORS

Per C'WS

LS__Gros_ Plant In S_rvice

28 ORS and CWS propose te adjust for pro forma plant

additions and reti_'ements ORS's adjustment is based on

known and measurable plant in serv__.e including general

ledger additk_ns, cap_tat_ed time and pro forma plant
addi'lJons and retirements as of Juc,e 2006 CWS's

adjustment is based on estimated amounts

Per ORS

Per CWS

,,, ¢2.1_,I .........(329) (t,791)

_,519 _2,20._ 10.314
.... ,,,v, ,, ,, ,,

..... (_.824) ........(1,_79) {4.,_)

....... (8,6.,_4.).... (1.pZ?)' .............i4._4s)

3,783 1,262 2,52t

0 0 0

2.670.377 285.318 2,385,059

3.363,037 506,328 2,856.709

29 ORS proposes to capitalize wages, taxes, and benefits as a

result of the payroll adjustment ORS capitalized 39 30% of
the wage adjustment

Per ORS

Per CW$

34,400 13,175 21,225

____o ..................__£........................o...

Total Gross Plant tn ServL_.:Pe___r.ORS 2.704,777 298,493 2,406,284

-14-



Audit Exhibit SGS-4

Carolina Water Service, inc.
Explanation of Accounting and Pro Fornta Adjustments

For the Test Year Ended September 30, 2005

t~se et tton Combined Water Sewer

m la d ~r

30 CWS proposes to adjust accumulated depreciation using
estimated plant additions and retirements. ORS proposes to
adjust accumulated depreciation for lhe deprecisBon
expense adjustment of {$45,172) and retirements from
October 1, 2005 - June 2006 for $265,153which includes
$223,473 for general ledger retirements and $41,680 for
retirement of a vvater project.

Per ORS

Per CV/S

~wet o It t

225,514 149,168 ?6,346

2t9,981 117,989 101,992

31 CWS and ORS propose to adjust Cash Working Capital
after accounting and pro forms adjustments See Audit
Exhibit SGS - 8.

Per ORS

Per CWS

8,656

13,581

13,945

21.899

I+~on ribut~la to~At of C~ns~tru Igg

32 ORS proposes to adjust the ClAC to reflect the amortization
sl September 30, 2005,

Per ORS

Per CWS

1,791

(WLCCmtomer Demons) s

33 ORS proposes to adjust interest on Customer Deposits
using the balance at September 30, 2005,

Per ORS

Per CWS

{255

QXL)nterest E~xn

34 ORS and CV/S propose to adjust interest on debt using a
59 10o/o /40 90% debt / equity rs5o and e 6 42% cost of
debt. ORS proposes to compute allowable interest expense
aher accounling and pro forms adjustments See Audit

Exhibit SGS -9.

Per ORS

Per CWS

111,976

137,482 25,382 112,100

16,144 95,832

h h sterno ~tTtenster. lGntrsd nntt It
'

**tton thehshlu dnt t tio ~Wd Sohdt t to s

{V&1 Revenue

35 ORS proposes to remove service revenues

Per ORS

Per CWS

36 ORS proposes to remove miscellaneous revenues

(331,417) (12W9) (319,148)

0 0

Per ORS

P6{Cy){S

(10,764} (474) {10,290)

-15-

Audit Exhibit SGS-4

Carolina Water Service, Inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Description

_f_ Accumutat¢d D_precii_oq

30 CWS proposes to adjust accumulated depreciation using
estimated plant additions and retirements. ORS proposes to
adjust accumulated depreciation for Ihe depreciation
expense adjustment of ($45,172) and retirements from
October 1, 2005 ..June 2006 for $265,153 whichincludes
$223,473 for general ledger retirements and $41,680 for
retirement of a water project.

Per ORS

P_CWS

LI_ Cash Working Cap!ta._]l

31 CWS and ORS proposeto adjust Cash Working Capital
after accounting and pro forma adjustments See Audit
Exhibit SGS - 8..

Per ORS

Per CWS

__Contributtons ]_nnA__.dof ConstrucJJqn

32 ORS proposes to adjust the C1ACto reflect the amortization
at September 30, 2005

Per ORS

Per CWS

_}._C_u__tomer De_

33 ORS proposes tO adjust interest onCustomer Deposits
using the batmnce at September' 30, 2005.

Per ORS

Per CWS

[.x_U_lrterest Exoense

34 ORS and CWS propose to adjust interest on debt us{nga
59.10% / 40 90% debt / equity ratio and 8 6.42% cost of

debt. ORS proposes to Compute allowable interest expense
after accounting and pro forma adjustments See Audit
Exldb_tSGS -9.

Combined Water Sewer

$ $ $

2"_9,981 117,989 101,982

225,514 149,168 76,346

22,601 8,656 13,945

35,480 13,581 21,899

2,120 329 1,791

0 0 0

• (ee6) (2_) .......... (411)

o o o

PerORS . . 111,976 16,144 95,832

PerCWS _ 137,482 . . 25;382 . . 112,100

Dorchester County Transfer. Kin "sq_._GGrj_'eal on the Ashley, and Plantation Rid eo,e_._S.ub__.d_d!yistons

{Y_ Revenue

35 ORS proposes to remove service revenues

Per ORS (331,417) (12,.269) (319,148)

Per CWS 0 0 0

36 ORS proposes to remove miscellaneous revenues

Per ORS (10,764) (474) (10,290)

PerCW_ 0 0 0

-t5.



Audit Exhfbit SGSA

Caroiina Water Service, inc„
Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Water Sewer

37 ORS proposes lo adjust uncogecBble revenue to reflect the
removal of revenues

Per ORS

Per CWS

~TR ~GE,R * Trxr P ~GR

~Slat ts(La@pe E~xasea

2.?45

339,332 12,639 326,693

38 ORS proposes to remove per book maintenance expenses

Per ORS

Per CWS

(123.130)

39 ORS proposes to remove Operator's salaries,

Per ORS

Per CWS

(40,451) {1,780) (38,671)

40 ORS proposes to remove Expenses Charged to Plant for
Operator's salaries

Per ORS

Per CWS

T I I R I I ~E» * uYYE-P,ORS

1,789

161 792 6,827

1,710

LY+3 Gen~~xn~s

41 ORS proposes to remove per book generaf expenses

Per ORS

Per CWS

{3,242) {10) {3232)

42 ORS proposes to remove Office salaries

Per QRS

Per CWS

(7,939)

43 ORS proposes to remove pensions and benefits for
operators and office employees

PMORS

Per CWS

{8,537) (376) (8,161}

44 ORS proposes to remove WSC expenses aBocated from the
corporate office

Per ORS

Per CWS

{18,750) (825) (17,925)

T I IG* I~E-QYJ3-P, ORS 38,468 1,560 36,908

~De re~~la on~Ex en

45 ORS proposes to remove depreciation expense

Per ORS

Per CWS

(23,323

-46-

Carolina Water Service, lnc,,

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Audit Exhibit SGS-4

Des_Jo___n

37 ORS proposes to adjust uncoilect_ole revenue to reflect the
removal of revenues

Per ORS

Per CWS

Tota| Operattnq Revenues.J_l} - Per ORS

38 ORS proposes to remove per book maintenance expenses

Per ORS

Per CWS

39 ORS proposes to remove Operator's salaries

Per ORS

Per CWS

40 ORS proposes to remove Expenses Charged to Plant f_"
Operator's salaries

Per ORS

Per CWS

Total Matnten_nses Y_Per ORS

41 ORS proposes to remove pe_ book general expenses

per ORS

Per CWS

42 ORS proposes to remove Office salaries

Per ORS

Per CWS

43 ORS proposes to remove pensions and benefits for

operators and off_e employees

Per ORS

Per CWS

44 ORS proposes to remove WSC expenses allocated from the

corporate office

Per ORS

Per CWS

Total General._.(Y3J_: Per ORS

45 ORS proposes to remove depreciation expense

Per ORS

Per CWS

Combined Water Sewer

$ $ $

_849 1_ 2.745

0 0 0

(123,130) (5,126) (118,004)

0 0 0

(40,451) (1,780) (38,671)

0 0 0

1,789 79 1,710

0 0 0

(3,242) (10) (3,232)

0 0 0

(7,939) (349) (7,5g0)

0 0 0

(8,537) (376) (8,161)

0 0 0

(18,750) (825) (17.925)

0 0 0

(38,468) (1,560) (36 908)

(r23323) (7.29o) <33)22,o

0 0 0

-16-



Audit Exhibit SGSK

Caroiina Water Service, inc.
Exp{enation of Accounting and Pro Forma Adjustments

For the Test Year Ended Septefnber 30, 2{)05

Descr~{tfon Combined Water Sevver

(Y+5 7~ax s {3{iteLJhan ~tnc ~m

46 ORS proposes to remove per book property taxes.

Per ORS

Per CWS

(7,165) (1,933)

47 ORS proposes to remove payroN taxes for the wages
associated operators and office employees

Per ORS

Per CWS

{4,095) {180} {3,915)

48 ORS proposes to remove gross receipt taxes

Per ORS

Per CWS

(3,850) (143) {3,707)

I t*I,T Ctt TA ter P~OR 15,110 2,256 12,854

49 ORS proposes to show the income tax effects of the
proposed transfer

Per ORS

Per CWS

~Y7 Amorttzyttortof P~chasc ~cuisltton A@uvsm~et

32,854 33,159

50 QRS proposes to remove the amortization for the per book
purchase acquisitkxt adjustment

Per ORS

Per CWS

1,925

Ixtt ~AAAIC t IIUI55 I A~id C~IICNNI

51 ORS pmposes to remove the per book amortization of
ClAC

Per ORS

Per CWS

{){gj Cgsto~mr~rwth

52 ORS proposes to remove the customs~ growth component
associated wiTh the proposed transfer The computation is
shown in Audit Exhibit SOS —7

Per ORS

Per CWS

{249

-17-

Audit Exhibit SGS-.4

Carolina Water Service, Inc.

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Description

46 ORS proposes to remove per book property taxes

Per ORS

Per CWS

47 ORS proposes to remove payroll taxes for the wages

associated operators and oftTceemployees

Per ORS

Per CWS

48 ORS proposes to remove gross receipts taxes

Per ORS

Per CWS

'Total Taxes Other Than Income (Y5} :.Per ORS

49 ORS proposes to show the income tax effects of the
proposed transfer

Per ORS

Per CWS

Amorti.z_.tloog of _.._.quisltlon A_Jj_me_t

50 ORS proposes to remove the amortizat/on for the per book

purchase acquis}tioo adjustment

Per ORS

Per CWS

51 ORS proposes to remove the per book amortization of
CIAC

Per ORS

Per CWS

LY_ t_C_u_s!o_m_r_Gm___

52 ORS proposes to remove the customer growth component

associated with the proposed transfer The computation _s
shown in Audff Exhibit SGS --7

Per ORS

Per CWS

Combined Water Sewer

$ $ $

(7,165) (I ,933) (5,232)

0 0 0

(4,o95) (180) (3,9t5)

0 0 0

(3,e50) (143) (3,707)

0 0 0

0 0 0

2,441 516 1,925

O 0 O

9,604 23 9,581 •

0 0 0

0 0 0

-17-



Audit Exhibit SOS-4

Carolina Water Service, inc, .

Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended September 30, 2005

~Descri tion Combined Water Sewer
$ $ $

53 ORS proposes to remove piant in service as of June 2006

Per ORS

Per CWS

86,469 1,468,852

0 0

54 ORS proposes to remove accumulated depreciation as of
June 2006

Psr ORS

Per CWS

181,531

55 ORS proposes to remove cash working cspitai associated
with the proposed transfer See Audit Exhibit SGS - 8

Per ORS

Per CWS

23,985

i~3+ W~te S~e~is Co~rratton~ugj - Rate ~Bs

56 ORS proposes to remove the W SC rate base associated
with the proposed transfer.

Per ORS

Per CWS

4,384 1,679 i2,705

M4g Qontri~bu o tn~d Constr u t

57 ORS proposes to remove ths per book net CiAC associated
with the proposed transfer

Per ORS

Per CWS 0 0

+1~5 Pistil~Ac uisiGi9tt~Ad stm~st~
58 ORS proposes to remove the per teok net PAA associated

with the proposed transfer

Per ORS

Per CWS

91,817 18,663 73.154

liMl ILv~lt d 0 i 8 i luna, ra%a

59 ORS proposes to remove the per book Accumutatsd
Deferred income Taxes as of September 30, 2005
assodated with the proposed transfer.

Per ORS

Per CWS

iY10 QM~om ~De o

60 ORS proposes to remove the per book Customer Deposits
associated with the proposed transfer

63,333 4,725 58,608

Per ORS

Per CWS

Description

53

54

Carolina Water Service, lnc..

Explanation of Accounting and Pro Forma Adjustments

For the Test Year Ended September 30, 2005

Audit Exhibit SGS-4

Plant in Service

ORS proposes to remove plant in service as of June 2006

Per ORS

Per CWS

Accumulated Deg _ir_.___._i_.i_._

ORS proposes to remove accumulated deprec_atioft as of
June 2006

Per ORS

Per CWS

Cash Wo_nq_

ORS proposes to remove cash working capitat associated
with the proposed transfer See Audit Exhibit SGS - 8

Per ORS

Per CWS

[yJ3J W Aer_Se{v_e_CCor_e_Fatton.____B_B_E_

56 ORS proposes to remove the WSC rate b_se associated

with the proposed tFansfer.

Per ORS

Per CWS

57 ORS proposes to remove the per book net CtAC associated

with the proposed transfer

Per ORS

Per CWS

_15} _P!artt AcquisitiOn _stme_tt J_

58 ORS proposes to remove the per book net PAA associated

with the proposed transfer

Per ORS

Per CWS

_1_} _umulated Deferred 10.c_m__] x___

59 ORS proposes to remove the per book Accumulated

DeferTed income Taxes as of September 30, 2005

associated with the proposed transfer.

Per ORS

Per CWS

(y_} _gstomeT Depo$11_

60 ORS proposes to remove the per book Customer Deposits
associated with the proposed transfer

Per ORS

Per CWS

Combined Water Sewer

$ $ $

(1,._,_!) (eo.oo9) (!.4ee,e52)

O 0 0

181,531 8 395 i73 136
, ,, ", ,, ..........

0 0 O

_._._,_25, ,033} ...... (f_048) (23 g85}

0 0 0

(4384)........(ie79} , (27o5)

0 0 0

_0,_7 1,9_ 538,2_

0 0 0

91,817 18,663 73,154

0 0 0

63,3_

0

4,7_ 58,608

0 0

,-18-
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Audit Exhibit SGS-4

Caroiina Water Service, inc.
Explanation of Accounting and Pro Forrna Adjustments

For the Test Year Ended September 30, 2005

Descr~ition Combined Water Scorer
%TSAR

Interest Expense

61 ORS proposes to adjust interest expense for the effects of
the proposed transfer

Per ORS

Per CWS

26,793 2,041 24, 752

L2t OperatincLReyenues - Proposed Increase

62 ORS and CWS propose to adjust operating revenues for the
proposed increase per the settlement agreement between
ORS and CWS

Per Settlement Agreement

Per CWS

478,215

966,265

146,129

196,713

332,086

789,552

{AAJ Mncothrctible Accpunts - Promsed increase

63 ORS and CWS propose to adjust Uncoltectible Accounts
expense for the proposed revenue using an uncollectible
rate of 85% for water and 86% for sewer

Per Settlement Agreement

Per CWS

4,098 1,242

{ABXTaxes gther Than income ~ ProJtosed Increased

64 ORS and CWS propose to adjust utgityfcommission tax and
gross receipts taxes for the proposed revenue using a factor
of 011254{0082524 for utilityfcommission and 003
department for revenue gross receipts)

Per Setttement Agreement

Per CWS

5,381

'I 0,854

3,73?

8,644

{ACJ Income i'axes - Pr~ogsed Increase

65 CWS records income taxes using current tax rates on
calculated taxable income ORS proposes to compute
income taxes after the proposed increase

Per Settlement Agreement

Per CWS

179,292 54, 790 124,502

557,390 137,899 419,491

{~AD Customer Growth

66 ORS proposes to adjust customer growth for the effect of the
proposed increase ORS used the latest customers
numbers as of May 2006 Plant additions have been
included through June 2006 See Audit Exhibit SGS -7

Per Settlement Agreement

Per CWS

623

AuditExhibitSGS--4

Carolina Water' Service, lnc,

Explanation of Accounting and Pro Forma Adjustments

For' the _est Year Ended September 30, 2005

Description

61 ORS proposes to adjust interest expense for the effects of
the proposed transfer

Per ORS

Per CWS

LZ_)_QL_eratJng_Rf_y_en_p#so Pro_ed Increas.e

62 ORS and CWS propose to adjust operating revenues for the

proposed increase per the settlement agreement betv,,_een
ORS and CWS

Per Se_ement Agreement

Per CWS

(.AA).. UDcoc_q__ll_ctible_ _A£._cgunts - Pro/:_s_ed Increase

63 ORS and CWS propose to adjust Uncollectible Accounts

expense for the proposed revenue using an uncollectible
rate of 85% for water and 86% for sewer

Per Settlement Agreement

Per CWS

(&Bt Taxes .0_tber Than_ !.n_;om#_, ProjE__e.d _lncr eased

64 ORS and CWS propose to adjust u_litylcommission tax and

gross receipts taxes for the proposed revenue using a factor

of 01 t254 ( 0082524 for utility/commission and 003
department for reven_e gross receipts)

Per Settlement Agreement

Per CWS

65 CWS records income taxes using current tax rates on

calculated taxable income ORS proposes to comp_te

income taxes after the proposed increase

Per Settlement Agreement

Per CWS

(ADJ CustomeLGr.owth

66 ORS proposes to adjust customer growth ,_or the effect of the

proposed increase ORS used the latest customers

numbers as of May 2006 Plant additions have been

included through June 2006 See Audit Exhibit SGS -7

Per Settlement Agreement

Per CWS

Combined Water Sewer

..... (26,793) ...... (2,04,1,,)........ (24,752)

0 0 0

478,215 146,129 332,086

966,265 196,713 769,,552

(4,098) ..... (1,242) , ,, {2,856)

5,361 t,644 3,737

10,854 2,210 8,644

179,292 54,790 124.502,

557,390 137,89,9, 4_9,491

977 354 623

0 0 O
r' ,

-t9-



Carolina Water Service, inc.
Depreciation and Amortization Expense Adjustment

Test Year Ended September 30, 2005

AUDlT EXHIBlT SGS-5

Gross Plant @~Se tember 30 2005

Combined

39,009,799

Water
$

12,144,562

Sewer
3

26,865+3?

ADD:
Pro Forms Projects, Capitalized

Time, and General Ledger Additions

and Retirements
LESS

Organization Expense @June 2006
Land I June 2006
Vehicles June 2006
Computers fa June 2006

Depreciable Utility Plant

tJtifity Pfarrf Depreciation I 1,5%
(66.67 years)

Vehicles @ June 2006
Less: Fu8y Depreciated Vehicles
Depreciable Vehicles

Vehicle Depreciation @25%
{4years)

2,704,777

111,594
291,23T
457,531

62,602

40,T9'l,812

611,874

457,531

376,634

94,159

298,493

82,784
180,189
175,234
23,9T7

11,980,871

179,713

1T5,234
~30~984
144,250

2,406,284

28,810
111,048
282,297

38,625

28,810,741

432,161

282,297
~49,91~3

232,384

Computers I June 2006
Less: Fully Depreciafed Computers
Depreciabie Computers

Computers Depreciation @25%
{4years)

62,602 23,97T 38,625

25,517 9,773 15,744

6,379

WSC AHocated Depreciation

Regional Of8ce Allocation Depreciation

Amortization of Excess Book Value

Total Deprecfation

Less: Per Books Depreciation

ORS Adjustment

15,928

'l, 340

29,069

697,931

652,759

45,172

11.133

212,873

2'i9,525 433,234

52,024

Company's Adjustment

Contributions fn Afd of Construction
CiAC 9-30-2005

Amorttzabon %

Amortization Amount

Per Book Amount

ORS Adjustment

Company's Adjustment

(17,462,862)

1.50%

(261,943)

2,120

22,519
-20-

(5,145,343)

(77,180)

329

(12,317,519)

{184,763)

Carolina Water Service, in_
Depreciation and Amortization Expense Adjustment

Test Year Ended September 30, 2005

AUDIT EXHIBIT SGS-5

Gross Ptant_.@SeDtemb.eer30. 200____55

ADD:

Pro Forma Projects, Capffa)ized
Time, and General Ledger Additions
and Retirements

LESS:

Organization Expense @ June 2006
[.and @ June 2006
Vehicles @ June 2006
Computers @ June 2006

Deprectable Utility Plant

Utility Plard Depreciation @ 1..5%

(66.67 years)
Vehicles @ June 2006
Less: Fully Depreciated Vehicles
Depreciable Vehicles

Vehicle Depreciation @ 25%

(4 years)

Combined Water Sewer
$ $ $

39,009,799 12,144,562 26,865,237

2,794,'T77 298,493 2,406,284

111,594 82,784 28,810
291,237 180,189 111,048
457,531 175,234 282,29'7

62,602 23,977 38,625

40,791,612 11,980,871 28,810,741

611,874 179,713 432,I61

457,531 175,234 282,297

376,634 I44,250 232,384

94,159 36,063 58,0_

Computers @ June 2006
Less: Fully Depreciated Computers
Depreciable Computers

Computers DepreciaSon @ 25%

(4 years)

62,602 23,9"77 38,625

25,517 9,773 15,744

6,379 2,443 3,936

15,928 6, I00 9,828WSC Allocated Depreciation

Regional Office Allocation Depreciation

Amortization of Excess Book Value

Total Dep_ecfation

.... (t,,340_ , (5!3_ (827)

.... (29,069) _

697,931 212,673 485,258

Less: Per Books Depreciation

ORS Adjustment

Company's Adjustment

Contributions in Atd of Constr_ctfon
CIAC @ 9-30..2005

Amortization %

Amortization Amount

Per Book Amount

ORS Adjustment

Company's Adjustment

652,759 .................. 219,52___55._ 433,234

4s,172 ....... (s,852)_ 52,024

104,609 15_48 . 89,361

(17,462,862)

......................t_.50%.

(261,943)

........... (259,_823_)_

...... (2,120_

22,5t9

-20-

(5,145,343) (12,317,519)

1.50% 1..................................... _.50%

(77,180) (184,763)

.............. (76,8____551) ......... (182,972)_

12,205 10,314



Operating Revenue As Adjusted

Operating Expenses As Adjusted

Carofina Water Service, lnc.
Computation of income Taxes

For the Test Year Ended September 30, 2005
As A@dusted - Present

Combined Water
~Oarattons O~erattons

1,944,237
1,538,972

Sewer
Operations

$
4,434,243
3,553,949

Net Operating income Before Taxes
I ess: Annuaiized interest Expense

1,285,559
66'?,120

405,265
166,791

880,294
500,329

Taxable income - State
State Income Taxes @5%

618,439
30,922

238,474
11,924

379,965
18,998

Taxable Income - Federal
Federal Income Taxes @35%

587,5'!7
205,631

226,550
79,293

360,967
126,338

Total State and Federal Income Taxes

Less: fncome 'T'axes After Acct. . 8 Pro Forma Adjs. ,

Adjustrrmnt

236,553

269,407

(32,854

91,217

90,912

305

Combined
~Geratfons

After Pr~oosed increase

Water
~Oeratfons

Sewer
Operations

Operating Revenue After Proposed increase
Operating Expenses After Proposed! ncrease

6,852,597
5,098,302

2,089,124
1,540,616

4,763,4'?3

3,557,686

Net Operating income Before Taxes
Less: Annualized interest Expense

1,754,295
667,120

548,508
166,791

1,205,787
500,329

Taxable income - State
State income Taxes 5%

'Taxabfe income - Federal
Federal Taxes @35%

1,087,175
54,359

1,032,816
361,486

381,717
19,086

362,631
126,921

705,458
35,273

670,185
234,565

Totaf State and Federaf income Taxes

Less Income Taxes As Adjusted -Present

Adjustment

415,845

236,553

1?9,292

146,007

91,217

54,790

269,838

145,336

124,502

-22-

Audit Exhibit SGS-6

2 of 2

Operating Revenue As Adjusted

Operating Expenses As Adjusted

Carolina Water Service, Inc.

Computation of Income Taxes

For the Test Year Ended September 30, 2005

As Adjusted - Present
Combined Water Sewer

...... Operations ....... Operations ..... Operations
$ $ $

6,378,480 1,944,237 4,434,243

5,092,921 ............1_,536_._79_.72- 3,553,949

Net Operating Income Before Taxes

Less: Annualized Interest Expense

1,285,559 405,265 880,294

66'7,120 ........... 1_66__7791- 500,329

Taxable Income- State

State Income "faxes @ 5%

618.439 238,474 379,965

30,922 .............. 1.1,92_._4......................... 18,9._..._._

Taxable Income -, Federal

Federal Income Taxes @ 35%
587,517 226,550 360,96'7

205,631 .......... 797293 126,338

Total State and Federal Income Taxes

Less: Income Taxes After Acct & Pro Forma Adjs

Adjustment

...............23_.___6,55_33.......... _91,21'.7._. 145,336

(32,854) 305 (33,159)

Operating Revenue After Proposed Increase

Operating Expenses After Proposed Increase

Net Operating Income Before Taxes

Less: Annualized Interest Expense

Taxable Income- State

State Income Taxes @ 5%

]'axable Income- Federal

Federal Taxes @ 35%

"Total State and Federal Income "Taxes

Less: Income Taxes As Adjusted .-Present

Adjustment

........................ After.Proposed" Increase .................................

Combined Water Sewer

.....O__peratlons ......O__Operations ........O[_erations
$ $ $

6,852,59"7 2,089,124 4,763,473
5,098,302 1,540,616 3,557,686

1,754,295 548,508 1,205,787
66"7,120 ............166,.791 500,329

1,087,175 381,717 "705,458
54,359 19,086 35,273

1,032,816 362.631 670,185

..............361,_._486 ......................... 126,92.t_ ................... 234,_556_55.

415,845 146,007 269,838

236,553 91,21"7 ..............145,3___336

179,292 54,790 124,502

-22-



Carogna Water Service, inc.
Customer Growth Computation

Test Year Ended September 30, 2005

Audit Exhibit 868-7

Combined Operations:

Descrjiition

{1) (2)
After

Accounting & Dorchester
Pro Forma County

A~dustments Transfer

(3)

As
Adjusted
Present

Effect of
Proposed After
increase increase

Water Customer Growth
$ $ $ $ $

1,262 6 1,256 354 1,610

Sewer Customer Growth 2,521 2,278 623 2,901

Combined Customer Growth 3,534 977 4,511

Number of Customers:
Beginning
Ending

Average

19„026 Formula:
19,158 Ending - Average
19,092 Average

66 = 035/
19,092

Water ~Oerations:

Net Operating income

Growth Factor

Customer Growth

315,598

0.40'/o

1,262

{1,550) 314,048

0.40% OA0%

1,256

88,453 402,501

0 40o/o 0.40%

Number of Customers:
Beginning
Ending

Average

?,226 Formula:
7,284 Ending - Average
7,255 Average

29 = 0 40'/o

7,255

Sewer ~Oerations:

Net Operating income

Growth Factor

Customer Growth

813,238

0.31%

{78,280)

0.31%

2,521 (243

734,958

0.31%

2,278

0.31% 0.31%

623 2,901

200,991 935,949

Number of Customers'
Beginning 11,800 Formula:
Ending 11,874 Ending - Average = 37
Average 1 1,83? Average 11,837

0.31'/o

Note: Combined Customer Growth equals Water plus Sewer Customer Growth
Beginning Customers @10/01/2004
Ending Customers @5/31/2006

-23-

Carolina Water Service, Inc.

Customer Growth Computation

Test Year Ended September 30, 2005

Audit Exhibit SGS-7

Combined .Operations:

Description ........................

Water Customer Growth

Sewer Customer Growth

(1) (2) (3)
After

Accounting & Dorchester As

Pro Forma County Adjusted
Adjustments Transfer Present

(4) (5)

Effect of

Proposed After
Increase Increase

$ $ $ $ $

1,262 (6) 1,256 354 1,610

2,521 (243) 2,278 623 2,901

Combined Customer Growth 3,783 (249) 3,534 977 4_511

Number of Customers:

Beginning
Ending

Average

19,026

19,158

19,092

Formula:

Ending., Average

Average

= 66 = 0.35%

19,092

Water' Operations:

Net Operating Ir_corne 315,598 (1,550) 314,048 88,453 402,50t

Growth Factor 0.40% 0.40% 0.40% 0.40% 0.40%

1,262 (6) 1,256 354 1,610Customer Growth

Number of Customers:

Beginning
Ending

Average

7,226
7,284

7,255

Formula:

Ending - Average

Average

= 29 = 0.40%

7,255

Sewer Operations:

Net Operating Income 813,238 (78,280) 734,958 200,991 935,949

Growth Factor 0.31% 0.31% 0.31% 0.31% 0.31%

2,521 (243) 2,278 623 2,901Customer Growth

Number of Customers:

Beginning 11,800 Formula:

Ending 11,874 Ending .-Average

Average 11,837 Average

= 3"7 = 0.31%

11,837

Note: Combined Customer Growth equals Water plus Sewer Customer Growth
Beginning Customers @ 1010112004

Ending Customers @ 5/3112006

-23-



Audit Exhibit SOS'
Carolina Water Service, inc.

Cash Working Capital AHowance
For the Test Year Ended September 30, 2005

After Accoontjn~ and Pro Forma Ad ustments

Maintenance - After Accounting and Pro Forma Adjs. ,

General - After Accounting and Pro Forma Adjs, .

Combined
Operations

2,995,142
1,109,406

Water
Operations

$
689,723
424,901

Sewer

~Oe rations
8

2,305,419
684,505

Total Expenses for Computation

AHowable Rate

4,104,548

12.50%

1,114,624

12 50%

2,989,924

Computed Cash Working Capital - After Accounting
and Pro Fonna Adjs. ,

Cash Working Capital —Per Books

5'l 3,069

490,468

139,328

130,672

373,741

359,796

Cash Working Capital Adjustment - ORS

Cash Working Capital Adjustment - CWS

22,601

35,480

8,656 13,945

Maintenance - As Adjusted Present
General - As Adjusted Present

As ~Ad usted - Present
5

Combined
Operations

2,833,350
1,070,938

S
Water

~Ocr ations

682,896
423,341

Sewer
Operations

2,150,454
647,597

Total Expenses for Computation

Allowable Rate

Computed Cash Working Capital - As Adj. Present

Computed Cash Working Capital —As Adjusted

Cash Working Capital Adjustment - ORS

3,904,288

12.50%

488,036

513,069

25,033

1,106,237

12.50%

138,280

'139,328

12.50'lo

349,756

373,741

23,985

-24-

Carolina Water Service, Inc.

Cash Working Capital Allowance

For' the Test Year Ended September 30, 2005

Audit Exhibit SGS-8

After Accountinq and Pro Forma Adjustments

Maintenance --After Accounting and Pro Forma Adjs.
General - After Accounting and Pro Forma Adjs..

Combined Water Sewer

.... O___perations ...._0Ope.rations Operations
$ $ $

2,995,142 689,'723 2,305,419

..........1,_109,406- 424,901 684,505

Total Expenses for Computation 4,104,548 1,1 t4,624 2,989,924

Allowable Rate ...............12.50°./_o......................12.50 °/0' 12.50%

Computed Cash Working Capital - After Accounting
and Pro Forma Adjs..
Cash Working Capital - Per Books

Cash Working Capital Adjustment - ORS

513,069 139,328 373,741

490,468 130,672 359,796

22,601 8,656 13,945

Cash Working Capital Adjustment .-CWS 35,480 13,581 21,899

...................................................................................7:;-_ai;';_';;_i-_'re'sgn'i...........................................................................................................
$ $ $

Combined Water Sewer

..........Op.e['at__iions........ Operations ........ Operations

Maintenance ...As Adjusted Present

General -.As Adjusted Present
2,833,350 682,896 2,150,454

1,070,938 .................423,3__4.1 .......... 647,.59_7....

Total Expenses for Computation 3,904,288 1,106,237 2,798,051

Allowable Rate

Computed Cash Working Capital .. As Adj. Present

t2.50% 12.50% 12.50%

488,036 138,280 349,756

Computed Cash Working Capital - As Adjusted 513,069 ..................139_,32_.88.... 373,74 t

Cash Working Capital Adjustment - ORS (25,033) (1,048) (23,985)

-24-



Avdit Exhibit SGS-9
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Audit Exhibit SGS-t0

Caroiina Water Service, Inc
Income Statement

Test Year Ended September 30, 2005

Combined Water Sewer

O~aratl f~tRsvsflues
Service Revenues - Water
Service Revenues - Sewer
Miscellaneous Revenues
Uncollectible Accounts

Total ~Oer~atin Revenues

1,887,158
4,096,970

114,816
j51~21S

6,04?,725

1,887,158
0

33,573
~t5.980

1,904„75'f

0
4,096,970

81,243
35,239

4,142,974

Maintenance ~Ex enses
Salades and Wages
Purchased Power
Purchased Sewer & Water
Maintenance and Repair
Maintenance Testing
Meter Reading
Chemicals
Transportation
Operating Exp. Charged to Plant
Outside Services - Other

"rotal

Generat~Ex ensas
Sataries and Wages
ONce Supplies & Other Office Exp. .

Regulatory Commission Exp.
Pension & Other Benefits
Rent
insurance
ONce Utffities

Miscellaneous
Total

709,832
440,595
208,583

1,398,123
55,346
46,667

241,020
80,815

(346, 'i15)
126,608

2,961,474

297,1?2
186,?20
23,117

179,4?9
4,567

'f56,268
69,065
45,880

962,268

2?1,866
?7,685
85,297

144,66?
11,455
46.667
92,31 I

30,S52
(132,562}

48,491
676,829

1'l3,817
?1,514
8,854

68,740
1,749

59,851
26,452
1'?,572

368,549

437,966
362,910
123+86

1,253,456
43,891

0
148,709
49,863

(213,553)
78,11'?

2,284,645

183,355
1'i 5,206

14,263
110,?39

2,818
96,4 "l7

42,613
28,308

Depreciation
Taxes Other Than income
Income Taxes - Federal
income Taxes - State
Amortization of iTC
Amortization of PAA
Amortization of CIAC

Total

X'c tat~oarattn tt Ex~a nese

N t~oerattn incnms

Interest During Construction
interest on Debt

Met fncome

652,759
'f,286,732

46,978
{27,814}

(8,852)
(12,302)

{259,823
1,677,678

5i601,420

446,305

(6,624)
1,164,394

{711,465

219,525
488,236

'I4,65?
(8,678)
{2,644)
(5,188)
76,851

629,057

1,674,435

230,316

(1,979)
347,633

115,338

433,234
798,496
32,321

(19,136)
(6,208)
{7,114)

~182,9~?2

1,048,621

3,926,985

215,989

{4,645)
816,761

(596„12'?
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Carolina Water Service, Inc.

Income Statement

Test Year Ended September 30, 2005

O_ating Reyenues
Service Revenues - Water
Service Revenues - Sewer

Miscellaneous Revenues

Uncollectible Accounts

Total Operating Revenues

Maintenance Expenses

Combined Water'

$ $
Sewer

$

1,887,158 1,887,158 0

4,096,970 0 4,096,970
114,816 33,573 81,243

.......... (51_ ....... _ ......... .__L35,239)..

6,047,725 1,904,751 ...... 4,142,9__74 .....

Salaries and Wages 709,832 271,866 437.966
Purchased Power 440,595 77,685 362,910

Purchased Sewer & Water 208,583 85,297 123286
Maintenance and Repair 1,398,123 144,667 1,253,456

Maintenance Testing 55.346 11,455 43,891
Meter Reading 46.667 46.667 0

Chemicals 241,020 92,311 148.709
Transportation 80,815 30,952 49.863

Operating Exp. Charged to Plant (346,115) (132,562) (213,553)

Outside Services ..Other 126,608 48,491 78,1 t'7
i_ota! 2,961,474 676.829 2,284,645

General Expenses

Salaries and Wages 297.172 113,817 183.355

Office Supplies & Other Office Exp,. 186.720 71,514 115.206
Regulatory Commission Exp, 23.117 8.854 14.263

Pension & Other Benefits 179,479 68,740 110, 739
Rent 4,567 1,749 2.818

Insurance 158,268 59,851 96,417
Office Utilities 69,065 26,452 42.613

Miscellaneous 45.880 17,572 28,308
Total 962,268 368,549 593.719

Depreciation
Taxes Other Than Income
Income Taxes .. Federal

Income Taxes - State
Amortization of ITC

Amortization of PAA

Amortization of CIAC

Tota_._.._t

652.759 219,525 433.234

1,286,732 488,236 798,496
46,978 t4,657 32,321

(27,8t4) (8.678) (19,136)
(8,852) (2.644) (6,208)

(t 2,302) (5,188 ) (7,114)

............(259,823) ........ (76,85t) ..... _,972),
1,677.678 629,057 1,048,621

_'otai Oper at trig. Ex _e n_sess 5,601,420 1,674.435 3,926.985

446,305 230,316 215.989

(6.624) (1,9'79) (4,645)
1.164,394 347,633 816,761

(711.465) (115,338) (596,127)

Net, Operating Income

Interest During Construction
Interest on Debt

Net Income

-26-



Audit Exhibit SGS-45

Carolina Water Service, inc.
Balance Sheet

September 30, 2005

Plant ln Service
Water
Sewer

Assets

Total

12,144,562
26,865,237

39,009,799

Accumulated Depreciation - Water
Accumulated Depreciation - Sewer

Total
Net UtiTity Rant

(2,048,443)
~3,'~!62,029

33,?99,327

Plant Acquisibon Adjustment —Water
Plant Acquisition Adjustinent - Sewer

Total

(210,851j
~258,490

Construction Work fn Process - Water
Construction Work fn Process - Sewer

Total

54,59?
864,675

919,2?2

Current Assets
Cash
Accounts Receivable - t4et
Other Current Assets

Totat

956,545
1,006,336

33,801
1,996,682

Deferred Charges
Total Assets

364,42?
36,612,362

Liabilities and Other Credits

Capital Stock and Retained Earnings
Common Stock arxi Paid fn Capital
Retained Earnings

Total 13,407,007

Current and Accrued Liabilities

Accounts Paysbfe - Trade
Taxes Accrued
Customer Deposits
Customer Deposlls - Interest
AlP - Associated Companies

Total

181,215
565,445
205,402
251,453

4,754,256
5,957,771

Advances In Aid of Construcbon
Water
Sewer

800
800

Contributions in Aid of Constiuction
Water
Sewer

4,535,743
10,675,688

15,211,431

Accumulated Deferred Income Tax
Unamortized I TC
Deferred Tax - Federal
Deferred Tax - State

Total
Total Liabilities and Other Credits

280,860
1,846,126
~92,42~8

2,034,558
36,612.362
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Plant In Service

Water

Sewer

Carolina Water Service, Inc.

Balance Sheet

September 30, 2005

Assets $ $ $

l'otal

Accumulated Depreciation .. Water

Accumulated Depredation .. Sewer
"i"otal

Net Utility Plant

Plant Acquisition Adjustment -- Water

Plant Acquisition Adjustment ...Sewer

Total

Construction Work tn Process .. Water

Construction Work tn Process - Sewer

Total

Current Assets

Cash

Accounts Receivable - Net

Other Current Assets

Total

Deferred Charges

Liabilities and Other Credits

12,144,562

26,865,237

39,009,799

(2,048,443)

_(5,21.0,4__72)

(210,851)

54,597

864,675

956,545

1,006,336

33,801

Total Assets

33,799,327

(467,341)

919,272

1,996,682

364,427

36,612,367

Capital Stock and Retained Earnings

Common Stock and Paid tn Capital

Retained Earnings

Total

Cu_[ent and Accrued t_iabitities

Accounts Payable ,..Trade
Taxes Accrued

Customer Deposits

Customer Deposits - Interest

NP - Associated Companies

Total

Advances tn Aid of Construction

Water

Sewer

Total

Contributions in Aid of Construction

Water

Sewer

Total

Accumulated Deferred Income 'Tax

Unamortized ITC

Defe_ed Fax -. Federal

Deferred Tax - State

Total

Total Liabilities and Other Credits

6,841,994

6,565,0t3

181,215

565,445

205,402

251,453

4,'754,256

8OO

80O

4,535,743

10,675,688

280,860

1,846,126

.................(92,428)

13,407,007

5,957,771

1,600

15,211,431

2,034,558

36,612,367

-27-
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Application of Carolina Water Service, Inc.
for Adjustment of Rates and Charges for the

Provision of Water and Sewer Service
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Page l

TESTIMONY OF DAiV'N M. HIPP

FOR

THK OFFICE OF RKGUI. ,ATORY STAFF

DOCKET NO. 2006-92-%VS

IN RK: CAROLINA %'ATKR SKRVICK, INC.

9 (P. PI EASE STATE YOUR NAME, BUSINESS ADDRKSS AND

10 OCCUPATION.

11 A., My name is Davvn M. Fiipp. My business address is 1441 Main Street, Suite 300,

Columbia, South Carolina 29201, I atn employed by the state of South Carolina as

a Program Specialist in the Water/Wastewater Department f'o r the Offtce of

Regulatory Staff ("ORS")..

15 Q. PI,FASE STATE YOUR EDUCATIONAL BACKGROUND AND

16 EXPERIENCE.

17 A., I am a 1992 graduate of Moorhead State University ~vhere I earned a H, S. in

20

Political Science, I have over eight years of experience in hazardous tvaste

regulation From 1996 to 1999, I ~vorked for Laidla~v Fnvironment Services in

Saukville, Wisconsin, as an accounts receivable supervisot and then as a facility

accounting super&'isor for I.aidlatv's bowetntnent Services Division. In this role, 1

facilitated electronic commerce including EDI transfer of' orders and L'Ff

payments vvith customers, I also developed, implemented. and enhanced

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post ONce Box 11263,Columbia, SC 29211
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TESTIMONY OF DAWN M. ttlPP

FOR

THE OFFICE OF REGULATORY STAFF

D OCKET NO. 2006-92-WS

IN RE: CAROLINA WATER SERVICE, INC.

Page I

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND

OCCUPATION.

A.. My name is Dawn M. Hipp. My business address is 1441 Main Street, Suite 300,

Columbia, South Carolina 29201. Imn employed by the state of South Carolina as

a Pro_am Specialist in the Water/Wastewater Department for the Office of

Regulatory Staff ("ORS").

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

EXPERIENCE.

A.. I am a 1992 graduate of Moorhead State University where I earned a B..S. in

Political Science. I have over eight years of experience in hazardous waste

regulation From t996 to 1999, I worked tbr Laidlaw Fnvironment Setvices in

Saukville, Wisconsin, as an accounts receivable supervisor and then as a facility

accounting superxdsor Ibr Laidtaw's Government Services Division. In this role, I

facilitated electronic commerce including EDI transfer of orders and EFf

payments with customers. I also developed, implemented, and enhanced

i441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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12

govermnent billing and waste tracking systems. From 1999-2003. I worked for

Safety-Kleen Corporation and Clean Harbors Environmental Services, Inc in

Columbia. SC as an operations manager in the Government Services Division In

this role. I managed the financial, operations and all regulatory aspects of fteld

0fftccs nBtlonwldc scrrv1ng Dcpartlncnt of Dcfcrrse hazardous waste removal

contracts. I was accountable for the viability of 14 government contracts yielding

$12 million in revenue annually

In September 2004, I joined ORS as the Program Speciahst for the Water and

Wastewater Department. I am a member of the American Water Works

Association ("A%%A"}and the South Carolina Section of the American %ater

Works Association ("SC-AWWA"}. In addition, I have completed the Eastern

National Association Regulatory Utility Commissioners ("NARUC") Utility Rate

School: Basics of Ratesetting and New Mexico State University s Center for

Public I utilities Wo1kshop: Regulating Small Water Utihties

15 Q. WHAT IS THK PI)RPOSK OF YOIJR TKSTIMONY Iih THIS

PROCKKDING~

17 A. The purI3ose of my testimony is to set forth the ORS staff findings relative to my

21

review of the rate increase application submitted by Carolina Water Service, Inc,

("CWS"} Specifically, I 3viII focus on CWS's compliance with the Public

Serv1cc Col»»1lsston ( Co»1»11ss1on } rules and regulations, ORS s aud1t of

various ( %S water a»d wastewater facilities test-year revenue and proposed

revenue adjustments, and CWS customer complaints.

THK OFFICV OF RKGIiI.ATORY S'IAFF
1441 Main Str eet, Suite 300, Columbia, SC 29201

Post OI'tice Box 11263,Columbia, S(.' 29211

TestimonyofDamonM.Hipp DocketNo.2006.-92-WS CmolinaWaterSen,ice,Inc.
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government billing and waste tracking systems. From 1999-2003, t worked for

Safety-Kleen Corporation and Clean }tarbors Envilonmental Services, Inc. in

Columbia, SC as an operations manager in the Government Services Division In

this role, I managed the financial, operations and all regulatory aspects of field

offices nationwide ser_;ing Department of Defense hazardous waste removal

contracts I was accountable for the viability of 14 government contiacts yielding

$12 million in revenue annually

In September 2004, I joined ORS as the Program Specialist for the Water and

Wastewater Department.. I am a member of the American Water Winks

Association ("AWWA") and the South Ca, olina Section of the American Water

Works Association ("SC-AWWA'). In addition, I have completed the Eastern

National Association Regulatory Utility Commissioners ("NARUC') Utility Rate

School: Basics of Ratesetting and New Mexico State University's Center fbr

Public Utilities Workshop: Regulating Small Water Utilities

WttAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

The propose of my testimony is to set forth the ORS staff findings relative to my

review of the rate inmease application submitted by Carolina Water Serv'ice, Inc..

("CWS") Specifically, 1 will focus on CWS's compliance with the Public

Service Commission ("Commission") rules and reguIations, ORS's audit of

various CWS water and wastewater facilities, test-.yem revenue and proposed

revenue adjustments, and CWS customer complaints,

1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box t t263, Columbia, SC 29211
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Page 3

1 Q. ARE THK FINDINGS OF YOUR RKVIEWV CONTAINED IN THIS

TESTIMONY AND ACCOMPANYINC EXHIBITS?

3 A, Yes, my testimony and the attached exhibits detail ORS's findings and

recommendations.

5 (P. PLEASE EXPLAIN HO%V YOU COMPILED INFORMATION FOR YOUR

6 TESTIMONY AND EXHIBITS.

7 A. I used ORS revenue audit results, facility site inspection findings and information

provided by CKS in its Application and Data Request responses. . 1 also reviewed

CKVS's financial statements and performance bond documents submitted to the

10 Comntisslon.

11 Q. PLKASF PROVIDE AN OVERVIEW OF THK LOCATIONS, SKRVICK

12 TYPES AND CUSTOMEIX BASE SKRVICKD BY C%'S.

13 A. CWS is a public utility providing water distribution/supply services and

wastewater collectionJtreatment services As a subsidiary of Utilities, inc, CWS

is one of' four NARUC Class A water and wastewater utilities in South Carolina.

The Commission approved service area for C%S includes portions of' Aiken,

Beaufort, Dorchester, Georgetown, l.exington, Orangeburg, Richland, Sumter.

%illiamsburg and York counties. According to C%S's customer records for the

test year ending September 30, 2005, water services, including distribution, were

provided to 7,431 residential and commercial single family equivalents.

1 ikewise. wastewater collection and treatment set vices 1vere provided to 11.973

residential and commercial single family equivalents. . Exhibit DlvlH-1 provides a

customer overview of current CEVS customers by location and service type.

THF OFFICE OF RKCUI..ATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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Q. ARE TIlE FINDINGS OF YOUR REVIEW CONTAINED

TESTIMONY AND ACCOMPANYING EXHIBITS?

A.. Yes, my testimony and the attached exhibits detail ORS's

recommendations.

Page 3

IN THIS

findings and

Q. P1,EASE EXPLAIN HOW YOU COMPILED INFORMATION FOR YOUR

TESTIMONY AND EXItlB1TS.

A. I used ORS revenue audit iesults, facility site inspection findings and in/brmation

provided by CWS in its Application and Data Request responses. I also reviewed

CWS's financial statements and performance bond documents submitted to the

10 Commission

tl Q. PLEASE PROVIDE AN OVERVIEW OF TIlE LOCATIONS, SERVICE

12 TYPES AND CI..STOMER BASE SERVICED BY CWS.

13 A, CWS is a public utility providing warm distribution/supply services and

14 wastewatel collection/treatment services. As a subsidiary of Utilities, Inc., CWS

1.5 is one of four NARUC Class A water and wastewater utilities in South Carolina.

16 The Commission approved service area for' CWS includes portions of Aiken,

17 Beaufbt't, Dorchester, Georgetown, Lexington, Orangeburg, Richland, Sunater,

18 Williamsburg and York counties. According to CWS's customer records for the

19 test 3;ear ending Septembel 30, 2005, ware1 services, including distribution, were

20 provided to 7,43I residential and commercial single family equivalents,

21 Like,vise, ;_astewater collection and treatment services were provided to tt,97:3

22 residential and commercial single family equivalents.. Exhibit DMH-t provides a

2.3 customer overview of current CWS customers by, location and service type.

TIlE OFFICE OF REGULAFORY STAFF
144t Main Street, Suite 300, Columbia, SC 29201

Post O[liee Box 11263, Columbia, SC 29211
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Page 4

Exhibit DMH-2 provides a detail of test-year customers by classification

subdivision, location and service type.

3 Q. HAS C%'S PKTITIONKD THE COMMISSION TO TRANSFKR THE

KINC'S CRANT, PI.ANTATION RIDGE AND TKAI, ON THK ASHI. KY

WATER AND WVASTKWVATKR SYSTEMS".

6 A.. Yes. Under Docket No. 2006-171-%'S, CWS filed an application to transfer the

waterhvastewater systems and service territory serving King's Crrant, Plantation

Ridge and Teal on the AsMey subdivisions to Dorchester County„ ff this transfer

is approved by the Commission, CWS will no longer serve any customers in

10 1)orchestet County,

11 Q. DOKS ORS INCLUDE INFORMATION 1Nl ITS l3IRKCT TESTIMONY

FOR KlNG'S CRANT, PLANTATION RIDGE AND TKAL ON THE

13 ASHLF, Y CUSTOMERS' ?

14 A. Yes, While ORS continues to review the CWS petition to transfer the Dorchester

water and wastewater systems and serrvice tertitory, we have normalized test year

revenues to reflect the elimination of the King's Crrant, Plantation Ridge and Teal

on the Ashley subdivisions

IS Q. PLEASE FXPLAIN KXHIBIT DMII-3 OF YOUlR REPORT.

19 A. Exhibit Dr%Ill-3, consisting of three pages, provides a summary of the services

provided by CWS based on the Business Office Compliance Review completed

by ORS 'I he Business OAice Compliance Review consists of a review of CWS's

office records to determine comp! iance with PSC rules and regulations.

l HK OFFICE OF RKGUI ATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box I 1 263, Columbia, SC 2921 I
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Exhibit DMH-2 provides a detail of test-year customers by

subdivision, location and ser_,-ice type,

Page 4

classification,

HAS CWS PETITIONED TIlE COMMISSION TO TRANSFER THE

KING'S GRANT, PLANTATION RIDGE AND TEAL ON THE ASItLEY

WATER AND WASTEWATER SYSTEMS?

Yes. Under Docket No. 2006-171-WS, CWS filed an application to transfer the

water/wastewater systems and service territory serving King's Grant, Plantation

Ridge and Teal on the Ashley subdivisions to Dorchester Cotmty.. ff this transfer

is approved by the Commission, CWS will no longer set-re any customers in

Dorchester County..

DOES ORS INCLUDE INFORMATION IN ITS DIRECT TESTIMONY

FOR KING'S GRANT, PLANTATION RIDGE AND TEAL ON THE

ASHLEY CUSTOMERS?

Yes., While ORS continues to review the CWS petition to transtler the Dorchester

water and wastewater systems and serwice terlitoIy, we have normalized test year

revenues to reflect the elimination of the King's Giant, Plantation Ridge and Teal

on the Ashley subdivisions.

PLEASE EXPLAIN EXHIBIT DMtl...3 OF YOUR REPORT.

Exhibit DMH--3, consisting of three pages, provides a summary of the services

provided by CWS based on the Business Office Compliance Review completed

by ORS The Business Office Compliance Review consists of a zeview of CWS's

office records to determine compliance with PSC rules and regulations.

qltE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Oftice Box 11263, Columbia, SC 29211
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10

As expected of a Class A water utility, CWS utilizes a customized computer

database to capture all customer account transactions. The system tracks all

customer complaints received by the Northbrook, ILr office and the West

Columbia. , SC, office, Each complaint is reflected in the specific customer

account as a service order and contplaint resolution data is clearly provided by

date and responsible party. CWS's customer bill, disconnect notices, payinent

plans and deposit receipts contain all required infotmation and are issued to

customers in a timely manner. Invoice adjustments, deposit refunds, late payment

penalties and reconnection notices are automated, accurate and timely. OveraH,

CWS's business systems are well-suited to ensure compliance v ith the

administrative aspects of 26 S,C.. Code Regs. 103 Articles 5 and 7. CWS is in

comphance twith the Annual Report and Gross Receipts requirements as weH.

13 Q. PI RASE EXPLAIN EXHIBIT OMH4 OF YOUR REPORT.

14 A. Exhibit DMH 4, consisting of 21 pages, is a summary of the water

distribution/supply and wastewater collection and treatment services inspected by

ORS in May and June 2006.

17 Water Distribution and Su~I

CWS currently provides adequate water distribution and supply services to its

resideBtial and cotiiiiier'clal custonlers. Water ls provided to customers by CWS

opei'ated wells or b4 an outside bulk water provider. ln sonic cases, C%VS

purchases water to seive customers from municipalities such as the City of West

Columbia, lown of Lexington, Lexington Joint Municipal Water and Sewer

Commission and York County. CKVS has completed infrastructure

THE OFFICF. OF RE('UI.ATORY STAFF
1441 lttlaiu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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As expected of a Class A water utility-, CWS utilizes a customized computer

database to capture all customer account transactions. The system tracks all

customer complaints received by the Northbrook, tL, office and the West

Columbia, SC, office._ Each complaint is reflected in the specific customer

account as a service order and complaint iesolution data is clearly provided by

date and responsible party. CWS's customer bill, disconnect notices, payment

plans and deposit receipts contain all required information and are issued to

customers in a timely mariner.. Invoice adjustments, deposit refunds, late payment

penalties and reconnection notices are automated, accurate and timely. Overall,

CWS's business systems are well-suited to ensure compliance with the

administrative aspects of 26 SC.. Code Regs.. 103 Articles 5 and 7, CWS is in

compliance with the Annual Report and Gross Receipts requirements as well.

Q. PLEASE EXPLAIN EXHIBIT DMH-4 OF YOUR REPORT.

A. Exhibit DMH..4, consisting of 2I pages, is a summary of the water

dist_ibution/supply and wastewater collection and treatment ser_qces inspected by

ORS in May and June 2006.

Water Distribution and Sup_p__l..

CWS currently provides adequate water distribution and supply services to its

residential and commercial customers.. Water is provided to customers by CWS

operated wells ot by an outside bulk water provider. In some cases, CWS

purchases water to serve customers from municipalities such as the City of West

C_tumbia, 'Iown of Lexington, Lexington Joint Municipal Water and Sewer

Commission, and York County. CWS has completed infiastructure

...................................... T_I._[E.........OFFICE:'_-................OF REGULATORY2_.................. S ;FAFF...........................................

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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improvements to repair and replace pump houses, storage tanks and operating

wells. Safe drinking mater standards were being met according to recent DHEC

sanitary survey reports and required certified operator logs were in compliance at

all ORS audited facilities. General housekeeping items including treatment

chemical labehng, facility fencing, access roads and signage are satisfactory.

Potable water and inigation consumption is metered to all customers. CWS does

not provide fire protection services to its customers and is not required to provide

this service.

12

Wastewater CoHection and Treatment ~Sstems

C%VS provides wastewater treatment under NPDES permits, During the ORS

inspection. all wastewater collection and treatment systems were operating

adequately and in accordance with Dl-IEC rules and regulations. . CKS has

recently completed a major wastewater treatment plant upgrade in Sumter

County. An aged aerated lagoon which struggled to meet ihe NPDES discharge

limits has been replaced by an activated sludge plant

16 Q. DO YOU HAVF. ANY (OMMKNTS RE( ARMN("* CWS'S ABII.IT% TO

RKSOI.UK CUSTOMER BILLING COMPLAINT ISSUES ARISING

FROM WATER I;KAKS?

19 A Yes During the test year. ORS received several customer complaints related to

high bills v hen a water leak occurred on the customer service line, ln

subdivisions twhere CV'S purchases water supply and sewer treatment services

from a third party. a water leak on the customer line will increase both the vvater

and the sewer components of the customer's biH since sewer service is comprised

THF. OFFICE OF RKCUI, ATORY STAFF
1441 Maiu Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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improvements to repair and replace pump houses, storage tanks and operating

wells. Safe drinking water standards were being met according to recent DttEC

sanitary survey reports and required ceItified operator logs were in compliance at

all ORS audited facilities. General housekeeping items including treatment

chemical labeling, facility fencing, access roads and signage are satisfhctory.

Potable water and irrigation consmnption is metered to all customers. CWS does

not provide fire protection sePcices to its customers and is not required to provide

this service.

Wastewater Collection and Treatment Sy_s_te__ms_

CWS provides wastewater treatment under NPDES permits.

inspection,

adequately

recently

County..

limits has been replaced by an activated sludge plant

DO YOU tfAVE ANY COMMENTS REGARDING CWS'S ABIIATY TO

Dining the ORS

all wastewater collection and treatment systems were operating

and in accordance with DttEC rules and regulations.. CWS has

completed a major wastewater treatment plant upgrade in Sumter

An aged aerated lagoon which struggled to meet the NPDES discharge

BILLING COMPLAINT ISSUES ARISING

During the test year, ORS receix, ed several customer complaints related to

bills when a water leak occurred on the customer service line. In

subdivisions where CWS purchases water supply and sewer tIeatment ser-_ices

from a third party, a water leak on the customer line will increase both the water

and the sewer components of the customer's bill since sewer service is comprised

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201

Post Oftice Box 11263, Columbia, SC 29211

RESOLVE CUSTOMER

FROM WATER LEAKS?

Yes.

high
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of a base facilities charge C'BFC") and a per 1,000 gallon charge based on water

consumption. lf the water leak occurs and is absotbed into the ground, a customer

will sti11 pay sewer charges based on that water usage even vvhen it can be

documented that the water leak did not flow into the sewer collection system.

While ORS recognizes that CV'S's contracts with third parties do not allow for

courtesy adjustments to sewer usage charges in this type of situation because the

third party charges ate calculated based on water usage and that CKS is not

obligated to make such adjustments under 26 S,C. Code Regs. 103-533 and 103-

733, ORS encourages C%'S to explore opportunities to negotiate future contracts

10 to inchtde a suitable remedy for the customer.

11 Q. IS CQ'S RKSPONSIBLK FOR LEAKS OR 8LOCKAC~KS ON THE

CUSTOMER'S SKRVICK LINK' ?

13 A. No. . ORS often receives customer inquiries regarding service hne maintenance

tesponsibility. . CAVS is not obhgated to correct leaks or blockages on service lines

past the point of delivery identified by 26 S.C, Code Regs. 103-540 and 103-740.

Maintenance responsibility is defined in 26 S.C., Code Regs. 103-555.A which

states "the utility shall install and maintain that portion of the service pipe from

the main to the boundary line of the property being served . ,
" I.ike~ise, 26 S,C.

Code Regs. 103-702.7, identifies the utility water service line as "the portion of'

the distribution line that transports water from the main to the meter, or if there is

no meter. up to and including the curb stop. "

?2 Q. DOES ORS RKCOMMKNI) ANY ABJUST!ti'IKNTS TO THE TEST YKAR

SFRVICK REVENUES OF CXVSo

THK OFFICK OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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1 of a base facilities charge ("BFC") and a per t,000 gallon charge based on water

2 consumption. If the water leak occurs and is absorbed into the grotmd, a customer

:3 will still pay sewer charges based on that watei usage even when it can be

4 documented that the water leak did not flow into the sewer collection system_

5 While ORS recognizes that CWS's contracts with third parties do not allow for

6 courtesy adjustments to sewer usage charges in this type of situation because the

7 third par_y charges are calculated based on water usage and that CWS is not

8 obligated to make such adjustments under 26 S.C. Code Regs. 10:3--533 and 103-

9 733, ORS encourages CWS to explore opportunities to negotiate futtue contracts

10 to include a suitable remedy for the customer.

11 Q. IS CWS RESPONSIBLE FOR LEAKS OR BLOCKAGES ON TIlE

12 CUSTOMER'S SERVICE LINE?

13 A_ No,. ORS often receives customer inquiries iegarding service line maintenance

14 tesponsibitity CWS is not obligated to con ect leaks or blockages on service lines

15 past the point of delivery identified by 26 S,C. Code Regs.103-540 and 103-740

16 Maintenance responsibility is defined in 26 S.C. Code Regs 103-555A which

17 states "the utility shall install and maintain that portion of the service pipe from

t8 the main to the boundary line of the property being served.." Likewise, 26 S.C

19 Code Regs. 103--702.7, identifies the utility water service line as "the portion of

20 the distribution line that transports water from the main to the meter, or if there is

21 no meter, up to and including the curb stop."

22 Q. DOES ORS RECOMMEND ANY ADJUSTMENTS TO TIlE TEST YEAR

23 SERVICE REVENUES OF CWS?

TIlE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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1 A ORS completed a thorough reviev of CWS's customer water consumption and

BI'C revenue calculations for the test year. Based on this review, ORS does not

oppose CWS s minor adjustments to test year water and sewer service revenue,

ln addition, ORS proposes several minor adjustments to test year service revenue

as calculated based on CWS*s customer billing records. It should be noted that

these calculated adjustments were under $100 and could be deemed de minimus.

CWS bills all customers in accordance with the rate structure approved by the

Commission. ( ustomer's water or wastewater treatment provided by a

government entity is invoiced in accordance with the pass--through language in

CWS's tariff, In addition, ORS proposes no adjustment to CWS's Miscellaneous

Revenues or Uncollectible Accounts, CWS currently has an uncollectible

percentage of'less than 1% vvhich ORS lmds to be acceptable.

Ia Q. PLEASEEXPLAINEXHIBITDMH-5OFYOURREPORT.

14 A. Exhibit DMH-5 provides an overvievv of the rates proposed pursuant to the

15 settlement agreement and their impact on water and wastewater revenues, ORS

used consumption data provided by CWS and verified during the audit. In

addition, ORS used CWS's current rates for these calculations. . It is important to

note that during the test year period CWS converted from one rate schedule to

another which was approved by the Commission under Docket 2005-3.57-WS.

Iherefore, revenues for the test year were normalized for tatemaking purposes to

reflect a full year of customer consumption and BfC at recently approved rates. In

addition, ORS normalized test year revenues to reflect the pending transfer of

water and wastewater systems and service territory in Dorchester County per

THE OFFICE OF RE(ADULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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1 A ORS completed a thorough review of CWS's customer water consumption and

2 BFC Ievenue calculations for the test year. Based on this review, ORS does not

3 oppose CWS's minor adjustments to test year water and sewer service revenue..

4 In addition, ORS proposes several minor adjustments to test year service revenue

5 as calculated based on CWS's customer billing records. It should be noted that

6 these calculated adjustments wete under' $100 mad could be deemed de minimus.

7 CWS bills all customers in accordance with the rate str_acture approved by the

8 Commission. Customer's wate_ or' wastewater treatment provided by a

9 govermnent entity is invoiced in accordance with the pass--through language in

10 CWS's tariffl In addition, ORS proposes no adjustment to CWS's Miscellaneous

t 1 Revenues or Uncollectible Accounts. CWS cunently has ml uncollectibIe

12 percentage of less than 1% which ORS finds to be acceptable.

13 Q. PLEASE EXPLAIN EXHIBIT DMH...5 OF YOUR REPORT.

14 A. Exhibit DMIt-5 provides ma overview of the rates proposed pursuant to the

15 settlement agreement and their impact oil water and wastewater revenues. ORS

16 used consumption data provided by CWS and verified during the audit. In

17 addition, ORS used CWS's cutient Iates for these calculations.. It is important to

t 8 note that during the test year period CWS converted from one rate schedule to

19 another which was approved by the Commission under Docket 2005-357-WS.

20 Ihe_efbre, revenues fbr' the test year were normalized for ratemaking purposes to

21 reflect a full year ofcustomer consumption and BI: C at recently approved rates. In

22 addition, ORS nom_alized test year revenues to reflect the pending transfer of

23 water and wastewater systems and service terTitmy in Dorchester County per

TIlE OFFICE OF REGULATORY STAFF

I441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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Docket No. 2006-171-WS. In summary. ORS calculated CWS's test year service

revenue for water operations, as adjusted. of $1,927,522. ORS calculated CWS's

test year service revenue for wastewater operations, as adjusted, of' $4&401,139.

ORS calculated test year revenues for combined operations, as adjusted, of

$6,328,661 (Exhibit DMH-5 page I}. For the purposes of settlement agreement,

ORS calculated CWS's proposed water service revenues, as adjusted, of

$2,073,651 and proposed wastewater service revenues, as adjusted, of $4,733,225.

Under the proposed settlement, combined operations revenue, as adjusted, would

total $6,806,876 (Exhibit DMH-5 page 1}. ORS did not f'actor customer growth

into these revenue comparisons; hov ever, Ms. Sharon Scott has provided

ll testimony regatding the ORS customer growth calculation

12 Q. PLEASE KXPLAIN EXHIBIT DMH-6 OF YOUR REPORT.

13 A. Fxhibit DMH-6 is a summary of the current PSC approved rates for CWS and

14 ~ates proposed as part of the settlement agreement

15 Q. ON %%HAT BASIS DOES ORS MAKE DEPRECIABLE SERVICE LIFE

RECOMMENDATIONS?

17 A. ORS recommendations are based on the conclusions outlined in the Florida Public

20

Service Commission Water and Waster, ater Systent Regulatory I.aw as

recommended by the NARUC staff; ORS's approach and conclusions made

concerning depreciation are consistent with the Public Utility Depreciation

Practices manual as published by NARUC in 1996

22 Q. DOES THAT COiNCLUDE YOUR TKSTIMONY?

23 A. Yes it does

THK OFFICE OF RECULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post ONce Box 11263,Columbia, SC 29211
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Docket No. 2006-,t71.-WS In summaIy, ORS calculated CWS's test year service

revenue for water operations, as adjusted, of $I,927,522. ORS calculated CWS's

test year service revenue for wastewate_ operations, as adjusted, of $4,401,139

ORS calculated test yeat ievenues for combined operations, as adjusted, of

5

6

7 $2,073,651 and proposed wastewater service revenues, as adiusted, of $4,733,225_

8 Under the proposed settlement, combined operations revenue, as adjusted, would

9 total $6,806,876 (Exhibit DMH.-5 page 1). ORS did not factor customer growth

10 into these revenue comparisons; however, Ms.. Sharon Scott has provided

t t testimony regalding the ORS customer growth calculation.

12 Q. PLEASE EXPLAIN EXHIBIT DMH-6 OF YOUR REPORT.

113 A. Exhibit DMtt-6 is a summary of the current PSC approved rates for CWS and

14 _ates proposed as part of the settlement agreement.

t5 Q. ON WHAT BASIS DOES ORS MAKE DEPRECIABLE SERVICE LIFE

16 RECOMMENDATIONS?

17 A ORS recommendations are based on the conclusions outlined in the Florida Public

t8 Service Commission Water and Wastewater System Regulatory Law as

t9 recommended by the NARUC staftl ORS's approach and conclusions made

20 concerning depreciation a_e consistem with the Public Utility Depreciation

21 Practices manual as published by NARUC in 1996

122 Q, DOES THAT CONCLUDE YOUR TESTIMONY?

23 A_ Yes it does

THE OFFICE OF REGULATORY SFAFF

14,41 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211

$6,328,661 (Exhibit DMtt-5 page 1). For the puIposes of settlement agreement,

ORS calculated CWS's proposed water service revenues, as adjusted, of
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Carohna Water Service, inc.
2006 92-WS

Customer Detaff by Service Area and Service Type

Exhibit DMH 2
1

Subdivision

Customer Customer
Count Count

10/01/04 09/30/05 Service Description

Bulk
Water /Sewer

Provider
Aiken C~ottnt
I-lunter's Glen

Beaufort Count
Palmetto Apt

Total

92
I

93

54
54

94 Residentiai Water
I Commercial V/ater

95

54 Residential Sewer Coifection
54

BJWSA

Dorchester Count
King's Grant/Plantation Ridge

Teat on the Ashley

Geor etovvn Count
Total

676
4 Commercial Sewer

:32 Residential Water
32 Residential Sewer

744

C:WS

CWS
CWS

676 Residential Sewer CWS

Lincolnshire/White Oak 252 252 Residential Sewer
Total 252 252

Blue Ridge
Brighton Forest

Calvin Acres

Falcon Ranches

Friaisgate

Glenn Village/Stonehridge

Golden Pond

Governor's Grant

Harborside

Heatherwood

Hidden Valley Country Club

Vanarsdale
Hidden Valley/Mineral Springs

Idlewood

Indian Pines
fake 1"iurray/Lands End/Watergate!Spence Point/The Docks/Winward
Point/Harbor Piace/Maiiaid Cove/Seay Cove

Laurel Meadovvs!Savannah Point

Oak G-eve Estates

Oakwood

Pe*et,::ree Acies

54
138
145

2
2

19
95

2
2777

59
204
179
356
347
314

I
2

I
24
2'I

100
I

187
I
2

I
50

3
17

331
4

247
I

275
2

269
I

126
6

128
I
6

27
8
2

46
I.

55 Residential Water
I 38 Residential Water Distribution
145 Residential Sewer

2 Cornmercia! 5ewer
2 Commerciai Water

19 Residential Sewer
96 Residential V/ater

2 Commercial Water
2778 Residential Sewer

59 Commercial Sewer
204 Residential Water
187 Residential Sewer
356 Residential Water Distribution
347 Residential Sewer
320 Resldentiaf Sewer

1 Commercial Sewer
2 C'ommercial Water Distribution
I Commercial Sewer

24 Residential Sewer
24 Residential Water

100 Residential Water
I Commercial Water

190 Residential Water
I Wholesale Sewer Treatment
2 Mobile Home Sewer
I Residential Water Distribution

50 Residential Water Distribution
.3 Commercial Water Distribution

17 Residential Vlater

334 Residential Water Distribution
4 Commercial Water Distribution

247 Residential Sewer
I Commercial Sewer

275 Residential Water Distribution
2 Commercial V/ater Distribution

269 Residential Sewer
I Commercial Sewer

126 Res.denbalWatei Distr ibutior.
6 Commercial Water D~stribution

128 Pesidential Sewer
I Mobile Home Sewer
6 Commercial Sewer

27 Residential Water Distribution
8 Commercial Water Distribution
2 Commeroaf Sewer

46 Res:-'aentiai Water
I Comn=. erciai Water

CW5
West Columbia
CWS
CWS
CWS
CWS
CWS
CWS
CWS
CWS
C'W S
CWS
West C'oiumbia

CWS
CWS
CWS
LC3MWS

CWS
CWS
LCJMW5
CWS
CWS
CVI 5
CV/5
CWS
West Columbia
West Columbia
West Columbia
CWS

LCJMW5
LCJMWS
ICJMWS
I.CJMY/5
West Columbia
West Columbia
CWS
CWS
West Columbia
West Columbia
CWS
CWS
CWS
West Coiumbia
West Coiurnbia
CV/5
CWS
CWS

Carolina Water Service, Inc_

2006.92--WS

Customer Detail by Service Area and Service Type

Exhibit DMH.2

I

Customer' Customer' Bulk

Count Count Water/Sewer

Subdivision 10/O1/O4 O9/30/05 Service Description Provider

Aiken Couu_n__ .......................

_; _en ............................................................... -6T ........ -6_'-_';;i__ --- CWS |
| 1 I Commercial Water CWS |
i................................................................................. Tot_3_!....................93................2s_........................................................... J

Beaufort County .................................................. -_

palmetto Apt ....................................................................... 54 54 Residential Sewer Coilectlon BJWSA I

[ .............. _........................................................... _Total ............... 54 ............. 5;4 ....................................................... _J

Dorchester County

King's Grant/Plantation Ridge 676 676 Residential Sewer CWS

4 4 Commercial Sewer CWS

Teal on the Ashley 32 32 Residential Water' CWS

32 32 Residential Sewer CWS

................................................................... E_o_........... Z_____._ 744 ...........................................................................
Georgetown County ..................................................................................

lLincoinshire/White Oak 252 252 Residential Sewer CWS ]
L___ .................................................................... Total ............... 252 ...... 252 .................................................. ]

_ton County_ ...............................................................................................................................................

Blue Ridge 54 55 Residential Water

Brighton Forest 138

145

2

Calvin Acres 2

19

Falcon Ranches 95

2

Friarsgate 2777

59

Glenn Viliage/Stonebridge 204

179

Golden Pond 3S6

347

Governor's Grant 314

1

larborside 2

1

24

24

leatherwood I_00

I

Hidden Valley Country Club 187

Vanarsdale ]

Hidden Valley/Mineral Springs 2

1

Idlewood SO

3

Indian Pines 17

take Murray/Lands End/Watergate/Spence Point/q-he Docks/Winward

Polnt/Harbor Ptace/Matlard Cove/Seay Cove 331

4

247

1

t.aurel MeadowsSavannah Point 275

2

269

1

Oak Grove Estates 126

6

128

1

6

Oakwood 27

8

2

CWS

1:38 Residential Water Distribution West Columbia

145 Residential Sewer CWS

2 Commerdal Sewer CWS

2 Commercial Water CWS

19 Residential Sewer CWS

96 Residential Water CWS

2 Commercia! Water CWS

2778 Residential Sewer CWS

59 Commercial Sewer CWS

204 Residential Water CWS

187 Residential Sewer CWS

356 Residential Water Distribution West Columbia

347 Residential Sewer CWS

320 Residential Sewer CWS

1 Commercial Sewer CWS

2 Commercial Water Distribution LC.IHWS

1 Commercial Sewer CWS

24 Residential Sewer CWS

24 Residential Water LCLIHWS

100 Residential Water CWS

1 Commercial Water CWS

190 Residential Water C_VS

1 Wholesale Sewer Treatment CWS

2 Mobile Home Sewer CWS

1 Residential Water Distribution West Columbia

50 Residential Water Distribution West Columbia

:3 Commercial Water Distribution West Columbia

17 Residential Water CWS

334 Residentia_ Water" Distribution t.C]MWS

4 Commercial Water Distribution LC._MWS

247 Residential Sewer LCJMWS

1 Commercial Sewer L.CJMWS

275 Residential Water Distribution West Coiumbia

2 Commercial Water Distribution West Columbia

269 Residential Sewer CWS

t Commerciat Sewer CWS

126 Res_dentiai Water D_strib'Jti_n West Coi_mbia

6 Commercial Water D_stribution West Columbia

128 Residential Sewer CWS

I Mobile Home Sewer CWS

6 Commercial Sewer CWS

27 Residential Water Distribution West Columbia

8 Commercial Water Distribution West Columbia

2 Commercial Sewer CWS

CWSPeachtree AGes 46 46 Residential Water

.................................................................................................... _ ............ I .Commere[aJ _at e r__ ............... CW___S.......



Carohna Water Service, inc. ,

2006-92-WS
Customer Detail by Service Area and Service Type

Exhibit DQH. 2
2

Subdivision
Lexin ton Cau~nt cnntinued
Pfanter's Station

Roiiingwood/Silver Creek

163
1

162
184

1

101

163
1

162
184

1
101

Customer Customer
Count Count

10/01/04 09/30/05 Service Description

Residential Water Distribution
Commercial Water Distribution
Residential Sewer
Residential Water Distribution
Commercial Water Distribution
Residential Sewer

Sulk
Water/Sewer

Provider

West Coiumbia
V/est Columbia
CWS
LCfMWS
LCTMWS

CWS

Salem Church Road

Secret Cove
Smaiiwood Estates

Sp~ing H fff/Oakcrest/Meadowood/Pfapfe Grove/Tirnberiake

Spring Lake/Dutchwood

Sycamore Acres

lhe Landings

Universal/Greyland Forest/Woodcastle

fvestside Terrace

WOOClsen

Total

120
8

87
87

1
86

406
5

408
3

120
120
75

3

158
160
311

2
307

1
61

3
88

9820

141
10
87
98

1
97

408
5

419
3

120
120
75

3
159
161
311

2
307

1
61

3
88

9903

Residenual Sewer
Commerciaf Sewer
Residential Sewer
Residential Water
Commercial Viater
Residential Sewer
Residential Water Distribution
Commercial Water Distribution
Resfdentfal Sewer
Commercial Sewer
Residential Water Distribution
Residential Sewer
Residential Water Distribution
Commercial Water Distribution
Residential Water Distribution
Residential Sewer
Residentiaf V/ater Distribution
Commercial Water Distribution
Residential Sewer
Comrnerciaf Sewer
Residential Water Distribution
Commercial Water Distribution
Residential Sewer

CWS
CWS
CWS
CWS
CWS
CWS
West Columbia
West Columbia
CWS
CVl5
West Columbia
CWS
West Columbia
West Columbia
LCJMWS
CV/S
West Columbia
West Columbia
CWS
CWS
Lexington
Lexington
CWS

0 ~ebu C*~ut
Rooseveit Gardens

Richland C0u~nt
Bailentine Cove
Forty Love

indian Fork

f4orth Pines/Stoneg ate

North Shore Point
Shadowood Cove

Sumter County
Oakland Plantation

Focal'a

Tff/iifiamsburcLCDunt~
R- ck Bfuffv

VQ 'k ~CoU L
River riilis/coromodore/Forest oak/take wyhe/Landmgs/Palmetto
Dev/Crescent Land

Totai

Total

3'otal

Total

3
5

90
87
86
73
82

12?
128
24

109
2

808

245

99
162
510

20
20

1734
119

1652
94

3599

2 Residential Sewer
3 Commercial Sewer
5

90 Residential Sewer
96 Residential Water
95 Residential Sewer Collection
74 Residential Water
83 Residential Se~er Coilection

127 Residential Vlater
128 Residential Sewer Cogection
24 Residential Sewer Collection

111 Residential Sewer Collection
2 Commercial Sewer Collection

830

245 Residential Sewer
4 Commercial Sewer

99 Residential Water
162 Residential Sevfer
510

20 Resfdentiaf y/ater
20

1923 Residential Water Distribution
122 Commercial Water Distribution

1801 Resfdentiaf Sewer Cofiection
95 Residential Sewer Collection

3941

CWS
CVI S
Richland County
CWS
Chapin
CWS
CWS
Richland County
Richland County
Richland County

CVfS
CVf5
CWS
CVi S

Yofk County
York County
York County
York County

]

CarolinaWaterService,Inc..
2006-.92-WS

CustomerDetailbyServiceAreaandService-type

Exhibit DMH-2

2

Subdivision

_ton County continued

Customer Customer Bulk

Count Count Water/Sewer

10/01/04 09/30/0S Service Description Provider"

:Planter's Station

Rollingwood/Silver Creek

163 163 Residential Water Distribution West Columbia

1 1 Commercial Water Distribution West Columbia

162 162 Residential Sewer CWS

184 184 Residential Water Distribution i.C.}MWS

I I Commercial Water Distribution LC3MWS

101 101 Residential Sewer' CWS

Salem Church Road

Secret Cove

Smailwood Estates

Spring Hill/Oakcrest.IMeadowood/Maple Grove/Timberlake

Spring Lake/Dutchwood

Sycamore Acres

The t andlngs

Universal/Greyland Forest/Woodcastle

Nestside Terrace

120 141 Residential Sewer CWS

8 10 Commercial Sewer CWS

87 87 Residential Sewer CWS

87 98 Residential Water CWS

1 1 Commercial Water CWS

86 97 Residential Sewer CWS

406 408 Residential Water Distribution West Columbia

5 5 Commercial Water Distribution West Columbia

408 419 Residential Sewer' CWS

3 3 Commercial Sewer CWS

120 120 Residential Water Distribution West Columbia

120 120 Residential Sewer CWS

75 75 Residential Water Distribution West Columbia

3 3 Commercial Water Distribution West Columbia

t58 159 Residential Water Distribution I.CJMWS

I60 161 Residential Sewer CWS

3I I 311 Residential Water Distribution West Columbia

2 2 Commercial Water Distribution West Columbia

307 :307 Residential Sewer CWS

1 i Commercial Sewer CWS

61 61 Residential Water Distribution Lexington

3 3 Commercial Water Distribution Lexington
Woodsen 88 88 Residential Sewer CWS

...................................................... _otal ......... 9820__ ..... .99903 ............................................................

Orangeburg Coun_ ...........

_os_eit Gard_.;................................................................. -_....................-_-_d-_i__e-_; .................. -_T ......... |
| 3 3 Commercial Sewer CWS |
I Total 5 5.................................................................................................................................................................. _J

Richland County

Ballentine Cove 90 90 Residential Sewer CWS

Forty Love 87 96 Residential Water CWS

86 95 Residential Sewer Collection Richland County

indian Fork 73 74 Residential Water CWS

82 83 Residential Sewer Collection Chapin

North Pines/Stonegate 127 127 Residential Water CWS

128 128 Residential Sewer Collection CWS

North Shore Point 24 24 Residential Sewer Collection Richland County

Shadowood Cove 109 111 Residential Sewer Collection Richland County

2 2 Commercial Sewer Collection Richland County

Total 808 830.......................................................................................................................................................

Sumter County .....................................................................................................

Oakland Plantation 245 245 Residential Sewer CWS4 4 Commercial Sewer CWS

Focal_a 99 99 Residential Water CWS
162 162 Residential Sewer CWS

Total 510 510

Williamsbur_LCounty

[ao_--_-_!%fT--....................................................................... 2-6-- ............7_-_e%_._t%F_; .................. _ ................-]
I Total 20 20

York County

lR_'¢er Hills/Commodore/Forest Oak/Lake

Wylie/l andings/Palmett o

Dev/Crescent Land 1652173411994
Total 3599 3941

1923 Residential Water Distribution York County

122 Commercial Water Distribution York County

1801 Residential Sewer Collect|on York County

95 Residentia_ Sewer Collection York County
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EXHIB!T DMH-3

REVIEW OF WATER AND WASTEWATER SERVICES

CAROLINA WATER SERVICE, INC.

DOCKET: 2006-92-WS

The Office of Regulatory Staff l "ORS") of South Carolina performed a Business Compliance audit of

the revenue, customer complaint. , and customer deposit records of Carolina V/ater Service, Inc.

('*CV/S") in preparation for this rate case. CV/S currently provides water, water distribution,

wastewater collection and treatment services to commercial and residential customers in portions

of Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangeburg, Richland, Sumter,

V/illiamsburg and York counties. As of April &, 2006, CV/S provides water services to 7,362 single

family equivalents and wastewater services to 11,830 single family equivalents.

The ORS Consumer Services Department received 52 consumer complaints regarding CV/S during the

test year. Consumers contacted ORS to resolve the following issues: billing disputes, service

disconnections, complaints regarding rates implemented under PSC Order 2005-328, and service

complaints. Since the Notice of Filing was mailed to CV/S's customers, the Public Service

Commission has received no Petitions to Intervene and 10 Letters of Protest.

ORS determined CV/S provides adequate water provision/distribution service and wastewater

collection/treatment service. CV/S is currently operating all water and wastewater systems in

compliance with all DHEC rules, regulations and consent orders.

The following 2 pages provide a summary of the ORS Business Compliance Audit results.

REVIEW OF WATER AND WASTEWATER SERVICES

CAROLINA WATER SERVICE, INC.

DOCKET: 2006-92-WS

EXHIBIT DMH-3

The Office of Regulatory Staff ("ORS") of South Carolina performed a Business Compliance audit of

the revenue, customer complaint, and customer deposit records of Carolina Water Service, Inc.

("CWS") in preparation for this rate case. CWS currently provides water, water distribution,

wastewater co[[ec:tion and treatment services to commercial and residential customers in portions

of Aiken, Beaufort, Dorchester, Georgetown, Lexington, Orangeburg, Richland, Sumter,

Williamsburg and York counties. As of April I, 2006, CWS provides water services to 7,362 single

family equivalents and wastewater services to 11,830 single family equivalents.

The ORS Consumer Services Department received 52 consumer complaints regarding CWS during the

test year. Consumers contacted ORS to resolve the following issues: billing disputes, service

disconnections, complaints regarding rates implemented under PSC Order 2005-328, and service

comp!.aints. Since the Notice of Filing was mailed to CWS's customers, the Public Service

Commission has received no Petitions to Intervene and I0 Letters of Protest.

ORS determined CWS provides adequate water provision/distribution service and wastewater

collecLion/treatment service. CWS is currently operat:ing all water and wastewater systems in

compliance with all DHEC rules, regulations and consent orders.

1he following 2 pages provide a summary of the ORS Business Compliance Audit results.



Carolina Water Service, inc.
Computation of income Taxes

For the Test Year Ended September 30, 2005

~As Ad usted - Per Seeks

Operating Revenues As Adjusted

Operating Expenses As Adjusted

Combined
~Oar ations

$
6,734,985
5,603,855

Water
~Oeratfons

$
1,939,626
1,682,648

Sewer
~Oeratfons

$
4,795,359
3,921,207

Net Operating Income Before Taxes
Less: Annuaiized Interest Expense

Taxable Income - State
State income Taxes @5%

1,131,130
581,937

549, 'f93
27,460

256,9'?8
152,688

104,290
5,215

874,152
429,249

444,903
22,245

Taxable income - Federal
Federaf Income Taxes @35%

52'f, 733
182,606

99,0?5
34,676

422,658
147,930

Total State and Federal income Taxes

t.,ess: income Taxes Per Book

Adjusbnent

210,066

19,164

190,902

39,89'I

5,979

33,912

170,175

13,185

After Accountfn~and Pro Forma A~d'ustments

Operating Revenue As Adjusted

Operating Expenses As Adjusted

Combined
Operations

$
6,717,812
5,319,569

Water
Operations

$
1,956,876
1,550,366

Sewer
~Oerstloes

$
4,760,936
3,769,203

Net Operating Income Before Taxes
Less: Annualized interest Expense

Taxab/e income - State
State income Taxes @5%

Taxable Income - Federal
Federal income Taxes @35%

1,398,243
693,913

704,330
35,21?

669,113
234, 190

406,5'f0
168,832

237,678
11,884

225,794
79,028

991,733
525,081

466,652
23,333

443,319
155,162

Total State and Federai Income Taxes

Less income Taxes Adjusted Per Book

Adjustment

269,407

210,066

59,341

90,912

39,891

51,021

170,"I?5

Audit Exhibit SGS-6

lof2

Operating Revenues As Adjusted
Operating Expenses As Adjusted

Net Operating Income Before Taxes
L.ess: Annualized Interest Expense

Taxable Income ..State

State income Taxes @ 5%

Taxable Income ...Federal

Federal Income Taxes @ 35%

Total State and Federal Income Taxes

Less: Income Taxes Per Book

Adjustment

Carolina Water Service, Inc.
Computation of Income Taxes

For' the Test Year Ended September 30, 2005

.................. As .Adjusted - Per Books
Combined Water Sewer

Operations ........OOperations .... Operations
$ $ $

6,'734,985 1,939,626 4,795,359
5,603,855 1,682,648 3,921,207

1,131,130 256,978 8"74,152

................5..881,93__7....................... 152.__z,6.888 429,249

549,193 104,290 444,903

.............27,460 ................... 5,2"!5 ...................... 22,2_._4.5_

521,733 99,075 422,658

......... !_82,606 34,676 .............147,930

210,066 39,891 170,175

19,164 ................_557979.... 13,185

190,902 33,912 156,990

Operating Revenue As Adjusted
Operating Expenses As Adjusted

Net Operating Income Before Taxes
Less: Annuatized Interest Expense

Taxable Income - State

State Income Taxes @ 5%

Taxable Income - Federal

Federal Income ]"axes @ 35%

Total State and Federal income Taxes

Less: Income Taxes Adjusted Per Book

Adjustment

After Accountin9 and Pro_Fo_.rmaAdjust.t.merits ................
Combined Water Sewer

...... Operations .......Operations ___Operations
$ $ $

6,717,812 t ,956,876 4,760,936

5,319,569 ..........1,550,366.. 3,'769,203

1,398,243
693,913

406,510 991,733
168,832 525,081

237,6'78 466,652

11,884 ............. 23,333 ....

225,794 443,319

79,028 .......... +155_1.6_2_2

...................._90_9_12..................1_78;49__5

704,330

................35__,2t__7._

669,113
234,190

269,407

..............2_1o,o66

59,341

................3_,89__!............... !70_1_75+

51,021 8,320

-21-
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EXHIBIT DMH-3

Utility:
inspector
Office:

ORS BUSINESS OFFICE COPAPUANCE REVIDY
Carolina Water Service, inc.
Dawn Hipp
Corporate: 2335 Saunders Road, Northbrook, lL 60062; Local Office: 110 Queen Parkway, West
Columbia

Utility Type Water and Wastewater Utihty
Date: 05/16-06/06/06
Company Representative: Kirsten Weeks/Mac hhitcheii

Compliance Reguiation

AH records and reports available for
examination in accordance with R.103-
510 and R. 103.710.
Complaint records maintained in

accordance with R.103-5'i6 and R. 103-
716.

Utility's rates, its rules and regulations,
and its up-to-date maps and plans
available for public inspection in
accordance with R.103-530 and R., 103-
730.
Estabhshed procedures to assure that
every customer making a complaint is
made aware that. the utility is under the
jurisdiction of the Pubhc Service
Commission of SC and that the customer
has the right to register the complaint in
arcordance with R.103-530 and R. 103-
730.
Deposits charged within the hrnils
estabLished by R.. 103.531 and R. 103-7.31.

Timely and arcurare biiis being rendered
to customers in accordance with R.103-
532. and R. 103-7.32.,

BiLL forms in accordance with R.103-532
and R,. 103-732.

Adjustments of bills handled in
accordance with R. 103-533 and 103-733.

in

Compliance

X

X

X

X

X

x

Out of
Compliance

Comments

Customers can contact West
Columbia office to receive
copies of records.

AH customer complaints are
input into CWS database which
tracks service orders, complaint
types and related resolutions.
Customer complaint detail
received per PSC Order 2005-
328,

AH documents including plans
and maps are available in the
West Columbia office.

CWS new customer package
provides adequate reference to
PSC jurisdiction. Customer biHs
also refer to PSC regulation.

Deposits are charged and
receipted in compliance„CWS
automated billing system
credits deposits w/ interest at
appropriate intervals. . Accrued
deposits remain in separate
account from other revenues.
int. crest is reflected at proper
rate authorized by PSC.
invoices issued in 2 staggered
bilhng cycles approximately 10
days after meters are read.

VlS biHs in arrears for services
H form is clear with adequate

after-hours emergency contact
information.
invoice adjustments are
comphant with R.103-533 and
103-733.

i Y-

]
i

i

i

Utility:
Inspector:
Office:

4

Utility Type:
Date:

Company Representative: Kirsten Weeks/Mac Mitchell
Compliance Regulation In

Compliance
ALl records and reports available for X
examination in accordance with R. 103-
510 and R. I03-710.

Complaint records maintained in X
accordance with R, I03-516 and R. 103-
716.

UtiLity's rates, its rules and regulations, X
and its up--to-date maps and plans
available for public inspection in
accordance with R. 103-530 and R..103-
730.

Established procedures to assure that X
every customer' making a complaint is
made aware that: the utility is under' the
jurisdiction of the Public Service
Commission of SC and that the customer

has the right to register the complaint in
accordance with R.I03-530 and R. 103-
730.

Deposits charged within the limits X
established by R.,I03-531 and R. 103-,7131.

Timely and accurate bills being rendered
to customers in accordance with R,103-
532 and R.I03-732..

7

l i accordance with R. I03-533 and I03-.733.
J I

Bill forms in accordance with R.I03-532
and R.103-Z32.

ORS BUSINESS OFFICE COMPLIANCE REVIEW
Carolina Water SerYice, Inc.
Dawn Hipp
Corporate: 2335 Saunders Road, Northbrook, !1. 60062; Local Office:
Columbia

Water and Wastewater Utility
O51t 6-06106106

X

X

Adjustments of bills handled in X

EXHIBIT DMH-3

110 Queen Parkway, West

Out of

Compliance

Comments

Customers can contact West
Columbia office to receive

copies of records.

AIL customer complaints are
input into CWS database which

tracks service orders, complaint
types and related resolutions.
Customer cornp[aint detail
received per PSC Order 2005-
328.

ALl documents including plans
and maps are available in the
West Columbia office,

CWS new customer package
provides adequate reference to
PSCjurisdiction. Customer bills
also refer to PSC regulation,

Deposits are charged and
recefpted in compliance,. CWS
automated billing system
credits deposits wl interest at
appropriate intervals,. Accrued

deposits remain in separate
account from other revenues.

Interest is reflected at proper
rate authorized by PSC.

Invoices issued in 2 staggered
billing cycles approximately I0
days after meters are read,
CWS bills in arrears for services.

Bill form is clear with adequate
after-hours emergency contact
information.

, Invoice adjustments are, compliant with R.I03--533 and
j 103-733.



Compliance Regulation tn
C.ornphance

T
Out of

Compliance

EXHIBIT DMH- 3
Comment. s

Policy for customer denial or
discontinuance of service in accordance
with R. 103-535 and 103-735.
Notices sent to customers prior to
termination in accordance with R. 103 535
and 103 735.
Notices filed wit:h the Commission of any
viotation of PSC or DHFC rules which
aff'ect servic:e provided to its customers
in accordance with rute R„103-514-Cand
103 ?14-C.
Utility has adequate means ttetephone,
etc.) whereby each customer can contac. t
the water and/or wastewater utility at
att hours in case of emergency ot
unscheduled interruptions or service in
accordance with R.103-530 and 103-'?30.
Records maintained of any condition

~ resutting in any interruption of service
affecting its entire system or major
division, including a statement of time,
duration, and cause of such an
interruption in accordance with R.103
514 and 103-?14.
Utility advised the Commission, in
accordance with Rute 103-512 of the
name, title, address and telephone
number of the person who should be
c:ontacted in connection with general
management duties, customer retations,
engineering operations, emergencies
during non-office hours.
Company verified the maps on file with
the Commission include att the service
area of the company,
Number of customers the company has at
present time.

Company has a current. performance
bond on file with the Commission.
Amount of bond; S?00,000.00

Company has a current annual report on
file with the Office of Regutatory Staff.
Company has paid annual Gross Receipts
assessment.

X

X

X

Deferred payment plan and
payment extension agreement
avaitable to all customers.
Proper notice procedure is
followed „Disconnect notices
are received by ORS monthly,

Authol"! zed Utlhty
Representative Form received,

As of 04/01/06, CV/S provides
service to 7, 362 water SFEs and
11,830 sewer SFEs.

t CV/S currently has a S?00,000
irrevocabte letter of credit
tiLC) on fRe with the PSC/ORS
dated 07/29/05,

7 Filed 04/26/06

Current fihng and payment
fnade.

[---_ ....

91

-q5

i
k .....

_11

i

Compliance Regulation

Policy for customer denial or
discontinuance of service in accordance
with R,103-535 and 103..735.

Notices sent to customers prior to
termination in accordance with R. 103.535
and 103.735.
Notices filed with the Commission of any
violation of PSC or DHEC rules which

affect service provided to its customers
in accordance with rule R.I03-514-C and
103.714-C.

Utility has adequate means (telephone,
etc.) whereby each custome_ can contact
the water and/or wastewater utility at
all hours in case of emergency or
unscheduled interruptions or' service in
accordance with R. t 03-,530 and 103--730.

Records maintained of any condition
resulting in any interruption of service
affectin_ its entire system or major
division, including a statement of time,
duration, and cause of such an
interruption in accordance with R.I03-
514 and 103..714.

Utility advised the Commission, in
accordance with Rule 103-512 of the
name, title, address and telephone
number of the person who should be
contacted in connection with general

management duties, customer relations,
engineering operations, emergencies

during non-office hours.
-Comp-any verified the maps on file with
the Commission include all the service

area of the company.

i

T-I Number of customers the company has at

present time.

Company has a current performance
bond on file with the Commission.
Amount of bond: $700,000.00

i

i --_-_"_-_-o-_a_ _TacurTei_-a_i_i_e_ST¢8_ .......

In I----5u£87 ..........
Compliance I Compliance

X

X

X

X

EXHIBIT DMH-3
Comments

Deferred payment plan and ,

payment extension agreement
available to all customers.

Proper notic:e procedure is
followed.. Disconnect notices

are received by ORS monthly.

......................... 4_ .........................................

X

....... T_................................... Xu2i_ariz--e_u-iiii2_;.............................
Representative Form received.

X

NA NA

X

I

As of 04101106, CWS provides
sef_ce to 7,362 water SFEs and

11,830 sewer SFEs.
CWS currently has a 5700,000 !
irrevocable letter of credit 1

(ILC) on file with the PSCIORS i
dated 07129105.

Filed 04126/06

file with the Office of Regulatory Staff. ...........................4.........................................................
_-_-- Company has paid annual Gross Receipts i X i i Current filing and payment 1

made.{ assessment. _ ] '
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EXHIBIT DMH-4

ORS ViIATER SYSTEM INSPECTIOH REPORT

Date inspected: 05/17/06
inspector Name: Dawn Hipp
Docket Number: 2006-92-V/S
Utihty Name: Caroiina Water Service, inc.
Utility Representative: M. Mitchell/Tony Elhnger
Number of Customers: 204
System 'Type (disiribuuon, well, etcj: Well system with storage
Location of System: Hwy. 302, Lexington County
Location of Utility Office: West Columbia
Treatment Type: C.hlorination
Permit //: :3250015
Last SC DHEC Compliance Rating: Needs improvement - Capacity
Frequency checked by l,icensed Daily - Operator Name:
Operator".
V/astewater Provider: Septic Tank
lns ection Overviev/

ga

System Components
Inspected

V/eil Sites

Pump Houses
Storage Tank

Storage Tank

Storage Tank

Spec1flc
Type

Sored

Varied
Pressurized

Non-

Pressurized
Overhead

Capacity

11,000
20,000

Comphance T
Yes No

NA NA

2 wells off-iine; PER pending
for new well
Housekeeping good

10

Chlorinator
Other Chemicals in use
Meters
Fire Hydrants
Electrical V/iring acceptable
Piping acceptable
V/ater free of air
V/ater free of sand
Water clarity
System free of leaks
Water free of observed odor
Access road adequate

Yes
No

X

'I
X"

Soda ash

Flushing only

Ability fof service area to
expand

Ins ection Testin Results

X T
L

V/ater Quality
Test Type

+V/ell t1
0 JTUTurbidity

~Color
Additional Comments:

Result

V/ell //2

0

Comments

Sample site after treatment
No visible color

Inspection Overview:

Ins

\_

ORS WATER SYSTEM INSPECTION REPORT

Blue Ridge Terrace/Heatherwood
Date Inspected:
Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution,well, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit #:

t.ast SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

_ection Overview

05/17/O6

Dawn Hipp
2006-92-WS

CaroLina Water Service, Inc.
M. Mitchell/Tony Ellin_er
204

Well system with storage
Hwy. 302, Lexington County
West Columbia
Chlorination
3250015

Needs Improvement - Capacity
Daily .-Operator Name:

Septic rank

EXHIBIT DMH-4

i -- System Components Specific :-#- _-c.a_-ci-ty- Compliance Comments i

Inspected Type i, S l ...................
II Yes I No

....]--- -_/e][-S_e7 ................................... Bored _--4............................... X ............ 2 wells off...line; PER pending
for new well

-- Pump Houses .....-VaH_ .................-----[ ..................... ---x---T .................Housekeeping good

3 Storage Tank __ ...........2-- ---I -]-_-_ ........ X"' l-- ........_ ..........

.................................... __j 20,000.............-L ........._._.............................................
3a Storage Tank Non- 0 | NA| NA [ I

Pressurized l I l |

4_ Chlorinator ................................ --Z ...................... -X-I_I__--_--I_]_-_ ......................... ]
I 5 I O-t_r-C-h-em-_cals in use ...................... I.... ]-..................... --x--T .......... ]-_a-as--h-- ......................... I

[7__R]i_e_---_-_-- _ _i......._E.ZT L-_-_TX-ZT ---_-LT;ZZ_--__L-L--_.LLT_Z;-L]
I 7 I Fire Hydrants No i l X | t Flushing only [

r-_--1_--_ _p-pT_e_ .......................... I .........T......................F--T....... -T...........................................--]

14 _ Water free of observed odor _ X , "
Access road adequate

i 16 [ Ability for service area to i ...................... i ........." ._........... ! .....................X _ ......................................................... _i

•...... j e_xpan__dd............................. _ ......................... L ...... i _ _
.......... { .................. Z ................. L ........................................................ '

F__p__Ins ection. Testi_1_ ....Results,.,,. .................

[ Water Quality ! Result

! TRI TurbidityTeStType [ Well#I0_r1"u [WeJl#2i................1 3TU .......................................Sample site afterC--°-_ent-Streatment................ ][

rlT-R__-Co_o_ _7 !o __N°.__!__i__J__C°l__°"_................................................................d
Additional Comments:



EXHIBIT DPAH-4

QRS V&TER SYSTEM INSPECTION REPORT

los~ection Overview: Falcon
Date inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type tdistribution, well, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit 4:
Last SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Vfastewater Provider:
Ins ection Overview

Ranches
05/17/06
Dawn Hipp
2006-92-V/S
Carolina Water Service, inc. .

/fan. Mitchell/Tony Ethnger
'I 07
V/ett system with storage
Hwy 302, Lexington County
V/est Columbia
Chlorination
3250016
Satisfactory
Daily — Operator Name: Charhe Gunter

Septic tank

10

System Components
inspected

Welt Sites
Pump i louses
Storage Tank

Storage Tank

Storage Tank
Chlorinator
Other Chemicals in use
PAeters

Fire Hydrants
Electricat V/iring acceptable
Piping acceptable
Vfater free of air

Specific
Type

Bored
Varied

Pressurized

Non-

Pressurized
Overhead

Yes
No

PSI Comptiance

6500

NA NA

Capacity

Yes

Comments

2 bladder tanks Vfeil it'2.
Tank in the process of being
replaced.

Soda ash

Flushing only

Water free of sand
V/ater clarity . .. ... l..
System free of leaks
V/ater free of observed odor
Access road adequate
Abihty for service area to
expand

ns ection Testin RestjIts

, F
X

Vfater Quality Test
Type

Result

V/ett //2V/eil /fi ~i
I

Comments

TR1
TR2

Turbidity
Color

Additional Comments:

8 JTU ing point after treatment for both wetis0 JTU Sampl
Water appeared clear with no air bubbles

_'O_ _I _ _" "_-_

_ /

ORS WATER SYSTEM INSPECTION REPORT

EXHIBIT DMH-4

Inspection Overview:
Date Inspected:

Inspector' Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, well, etc):
Location of System:

Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by l,icensed

Operator:
Was! _ewater Provider:

Ins _ection Overview
System Components Specific

Inspected Type

I Well Sites Bored

2 Pump Houses Varied
3 Pressurized

13

14!

Storage Tank

Falcon Ranches
05/17/06

Dawn Hipp
2006.92-WS

Carolina Water Service, Inc,,

M. Mitcheltl[ony EUinger
I07

Well system with storage

Hwy 302, Lexington County
West Columbia

Chlorination

3250016

Satisfactory
Daily - Operator Name: Chariie Gunter

2
q

Septic tank

-_ora-_Y-a_k-......................... _: ............ -0
Pressurized

-S__e-%n-_ .......................... _a---- -_
_ht_o-7-- ..................................
_-h-_ C_cais _- use .............
Ae_T_ .....--W_ ...........
Fire Hydrants ........ _.No .............

Electrical Wiring acceptable .....................

Piping acceptable
Water free of air

Water free of sand

Water clarity

System free of leaks

Water free of observed odor

Access road adequate

=-P-Sq Capacity T Compliance Comments

".4_-sTZ-Z-_Z-_C_ ................................................
X

-- ......... ---4

6500 X 2 bladder- tanks @ Well #2.

NA

.... X ....

x_
X

X

X

Tank in the process of being

replaced.
NA

_____................................................

..................._Sod_sh..................................

Flushing only

....................................... i................ !

Additional Comments:



EXHIBIT DMH-0

ORS V/ASTEVfATER SYSTEM INSPECTION REPORT

In~section Overview: Friar~sate
Date Inspected:
Inspector Name;
Docket Number:
Utihty Name:
Utility Representative:
Number of Customers:
System T'ype (cofiection, force main, iagoon, etc):
l.ocation of System:
Location of Utility Office:
Treatment Type:

Permit 0".
Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

05/1?/06
Dawn Hlpp
2006-92- WS
Carohna Water Service, Inc.
M.. Mitchell

Collection, forced main, lagoon
Hwy 6, l.exington County
West Columbia, SC
BiologicalTreatrnent using oxidation ditch and return activated
sludge process
SC0036137
Satisfactory (10/05/05I
Daily — Operator Name: Ralph Cook
Varied

Ins ection Resuits
System Components Inspected
Chlorinator,
Other chemicals in use
Aerators present
Plant fenced and locked
Warning Signs Visible
Fence in good condition

7 Dikes in good condition
8 Odor non existent or hmited

Grass mowed
Duckweed/Algae acceptable

Yes No

X
X

X

X

Comments
Chlorine gas
Sodium thiosulfate
Various types of aerators, diffusers

Cement dikes on oxidation ditch
Odor abatement operating

None and hmited foam

12
Grease build-up acceptable
Plant free of debris

Normal appearance
Static bar screen process. Plant housekeeping good

Effluent Color acceptable

I+15

Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows
Access road adequate

~~Abihty for service area to expand

X

X

X
X

X

Many lift stations located throughout system

Additional Comments:
Odor abatement systems installed in 2005 - no odor present at time of inspection.
Permitted to process 1M gpd

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview: Friars_late
Date Inspected:
Inspector' Name:
Docket Number:

UtilityName:
Utility Representative:
Number of Customers:

System Type (cotlection_force main, lagoon, etc}:
Location of System:
Location of Utility Office:
Treatment Type:

Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by WW-[F Operator:
Drinking Water Provider:

05117/06

Dawn Hipp
2006..92-WS

Carolina Water Service, Inc..
M. Mitchell

Collection, forced main, lagoon
Hwy 6, Lexington County
West Columbia, SC
Biological Treatment using oxidation ditch and return activated
sludge process
SC0036137

Satisfactory (10105105)
Daily - Operator Name: Ralph Cook
Varied

Ins
F _

C,T
4i

5_

6i

__ZJ
81

9

10

11

12

13

)ection Results

System Components Inspected
Chlorinator ,

Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible

Fence in good condition
Dikes in good condition
Odor non-existent or limited
Grass mowed

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris

Effluent Color acceptable

. Yes_
X
X
X
X

X
X
X
X

X
X
X
X

X

---_-°-1 Comments
Chlorine gas

......... 4

Sodium thiosulfate

..... Various types of aerators, diffusers

Cement dikes on oxidation ditch
---'-----4

Odor abatement operating

None and limited foam
..... +

Normal appearance
.......... 4

Static bar screen process. Plant housekeeping good.
...... Clear i

.......... __ ................. -+

14 Lift Stations present X Many lift stations located throughout system
15- Failure Warning System adequate X .............. _ ......................i

I 17 [ System free of leaks _ X _ ..... _.........................................................................................................
............................................................... _ILL................. _............................................
i 18 ! System freeof overflows IX _ I ...............................................!

ro ............................................................................................................
i 20 i Ability for service area to expand ......... _X ............ J............................................................................... _3

Additional Comments:

Odor abatement systems installed in 2005 -. no odor present at time of inspection_
Permitted to process iM gpd

3



EXHIBlT DMH-4

zcA ' p

Im

ORS I/i/ATER SYSTEhA lNSPECTlON REPORT
Inspection OverwLew: Glenn V~illa e II
Date Inspected: 05/1?/06
inspector Name: Dawn Hipp
Docket Number: 2006-92 WS
Utility Name: Carolina Water Service, Inc.
Utihty Representative: M. , Mitchell; T.. Httnger
Number of Customers: 221
SyStem Type {distribution, weil, etc)' V/ett SyStern With Stoi'age
Location of System: Lexington C,ounty {Fish Hatchery Rd tt Glenn Rd}
Location of Utility Office: V/est Columbia
Treatment Type: Chtorlilat ion
Permit ¹: 3250058
Last SC DHEC Compliance Rating: Satisfactory (08/269/05)
Frequency checked by Licensed Daily: Michael Zeise
Operator:
Wastewater Pr ovider: C.V/S

lns ection Overviev/
System Components

inspected

Pump Houses
3 Storage Tank

Specific
Type

Sand

Masonite
Pressurized

PSl Capacity Compliance

Yes
X

X
X

Comments

¹1 has RAD above MCL. CV/S
reviewing eng. plans for fitter
Housekeeping good

3a Storage Tank

Storage Tank
Chlorinator
Other Chemicats in use

6 Meters
7 Fire Hydrants

Electricat V/iring acceptable
Piping acceptable

10 V/ater free of air
V/ater free of sand

Non-

Pressurized
Overhead

Yes
Flushing only

NA

X

X

X

NA

Sodium carbonate and
phosph ates
All connections metered
Hydrants for flushing only

12 Water clarity
System free of teaks
V/ater free of observed odor
Access road adequate
Ability for service area to
expand

Some development possible

lns ection Testin Results
Water Quality Test

Type
Resutt

V/etl ¹1 213 Oak
Top Court

Comments

Tat
TR2

Tuf bldi ty
Cotor

3 JTU 2 JTU Water tested at residence
13 Color at V/etl ¹1 slightty yellow

Additional Comments:
RAD Notice mailed to customers on 05/09/06, . CV/S investigating engineering options for treatment of RAD. Consumer,
C harles Lucas, 213 Oak Top Court 739-2773, contact ORS to meet and have water tested.

EXHIBIT DMI-'I-4

Inspection Overview:

;,'._*r_q¢'"" \,

',, _; i

ORS WATER SYSTEM INSPECTION REPORT

Glenn Villap__e_I_1
Date Inspected:

Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, welD, etc):
Location of System:

Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by Licensed

05117106

Dawn Hipp
2006-92..WS

Carolina Water Service, Inc.

M. Mitchell; I. Ellinge_
221

Well system with storage

Lexington County (Fish Hatchery Rd & Glenn Rd)
West Columbia

Chlorination

:]25OO58

Satisfactory (08/269t05)
Daily: Michael Zeise

Operator:
Wastewater Provider:

,Inspection Overview
CWS

I System ComponentsInspected

I Well Sites

2 Pump Houses

3 Storage Tank

3a __torage Tank

-_-_-OT___-_,-k-......................
_-T -Ch-T_b-7 ..................
....._""]-6The--F-C-_m_Z_T_u_e

---_.-.-__-_-
7 Fire Hydrants

Specific

Type

Sand

Masonite

Pressurized

Non-

Pressurized

Ove_h_._d--

.........._GT...........
Flushing only

--#- I-PSI] Capacity Compliance ........... --Co-rn--me'n-ts..................

L L
X I #I has PAD above MCL. CWS

-- --L reviewing eng. plans for filter

....-E-F................_o___-_a ....

__(__ phosphates
................................ ÷

X I Hydrants for flushing only

_8__ Electrical Wiring acceptable ......................... X
9 Piping acceptable ........... _ .....................................................

'TO- Water free of air -- .............................. '-t " ....X .........................................................
11 Water free of sand ......................_, _--__-_-_.._ii_i_ !__!.._._ ____T___T:!!__:!:!iiii-12"" Water darity '::_--::::-_T---_:: -_] ------'F---:!
1 , System free of Leaks ............................ _........ i ..................... L_.___=I_ ......................]_............. _

i 14 ! Water free of obse_ed odor ............................. _..... k -- _ X ! | ............................................ _

. . Ab_ for service area to i { , - .... i X | I Some development possible i
i ]expand i _............................................-_.................................._...................L...._..............i.....................................

InsPection Testin Results
.._____esu,_s .............................._......................................................................................Water Quality Test Result i Comments

Type :-We_--i-_T_.6-_k---...- I [

....T_Y-_TGT6Ta_Z_............................._3TLi........Z3Y6--t__s_-datT_a_Ec_ "
TR2 Color__2............................... 29_ .....................1.3 ...... _2 Color at Well #1 slightly yellow ]
Additional Comments:

RAD Notice mailed to customers on 05/09106.. CWS investigating engineering options for treatment of RAD. Consumer,
Charles [.ucas, 2113 Oak Top Court 739--2773, contact ORS to meet and have water tested.

4



EXHIBIT DMH-4

ORS VfASTEV/ATER SYSTEM INSPECTION REPORT

~lns ection Overview: GIenn Vistae
Date Inspected:
Inspector Name:
Docket Number:
Utihty Name:
Utility Representative:
Number of Customers:
System Type (coiiection, force main, lagoon, etc):
Location of System:
Location of Utihty Office:
Treatment Type:
Permit //:

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider;

05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
Mac Mitchell/Tony Eliinger
22'I

Collection, Forced Main, Activated Sludge Plant
Lexington County
West Columbia, SC.

Activated Sludge process
SC0030651
Satisfactory
Daily —Operator Name: Mike Zeise
Carolina Water Service, inc,

Ins ection ResUlts
System Components Inspected
Chlorinator

2 Other chemicals in use
3 Aerators present
4 Plant fenced and locked
5 Warning Signs Visible

Yes No Comments
Injection
Sodium thiosulfate
Various sizes and dif fuse r s

6 Fence in good condition
7 Dikes in good condition
8 Odor non-existent or limited
9 Grass mowed

10 Duckweed/Algae acceptable
Grease build up acceptable

12 Plant free of debris
13 Effluent Color acceptable

Lif t Stattlons present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows
Access road adequate
Abihty for service area to expand

NA NA

X
X

X
X

Normal appearance
Static screen process. Plant housekeeping good.
Clear
2 Lift Stations

J Limited expansion potential

Recently installed new inflow pumps
Discharges to tributary
System built, in 1970's

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

In_n_ection Overview: Glenn Villa_Re.
Date Inspected:

Inspector' Name:
Docket Number:

Utility Name:

Utility Representative:
Number- of Customers:

System Type (collection, force main, lagoon, etc):
Location of System:

Location of Utility Office:

Treatment T'ype:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by w%_rrF Operator:

Drinking Water' Provider:

05117106

Dawn Hipp
2006.-92-WS

Carolina Water Service, Inc.

Mac Mitchell/Tony Ellinger
221

Collection, Forced Main, Activated Sludge Plant
Lexington County

West Columbia, SC

Activated Sludge process
SC0030651

Satisfactory

Daily - Operator Name: Mike Zeise
Carolina Water Service, Inc..

111

--T_-_

Inspection Results

!_i_.] System Components Inspected

Chlorinator

Other chemicals in use

Aerators present

Plant fenced and locked

Warning Signs Visible
Fence in good condition

Dikes in good condition
Odor non.existent or limited

Grass mowed

Duckweed/Algae acceptable

Grease build.up acceptable
Plant free of debris

Effluent Cotor acceptable

Lift Stations present

Failure Warning System adequate

Electric Wiring adequate
System free of leaks

es No Comments

-X ................ _-m-t-h-Tos u t fat e

-_ ....... V_s-_ a_diffuser's

- -_K- ......_- .....................................................................

" Tq-_......i-_i_- .....................................................................

- ........]......... ............
.....I........71 .........................................

18 i System free of overflows

___' Access road adequate _ X
20 _ Ability for service area to exDand C_- ..... i ............ ]"_mit_d_-n_'n-_n--_-n'_- ..................................................... !

..................................... ._ ........... ___.............. _........................... _ _'j' _'__• ................................. ]

Additional Comments:

Recently installed new inflow pumps

Discharges to tributary
System built, in 1970's
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EXHlBlT DMH-4

0 t
~rIt cats~, ~

Frequency checked by Licensed
Operator:
Wastewater Provider:
lns ection Overview

Septic

ORS V/ATER SYSTEM lNSPECTION REPORT
in~section Overview: Hunter's Glen
Date inspected: 05/18/06
inspector Name: Dawn Hipp
Docket Number: 2006-92"WS
Utility Name: Carolina Water Service, !nc.
Utihty Representative: Tony Ellinger
Number of Customers: 93
System Type (distdbution, welt, etc): Well system with storage
Location of System: Rarnblewood Road, Aiken County
Location of Utlhty Office: West Columbia
Treatment Type: Chlorination
Permit //: 0250005
l..ast SC DHEC Compiiance Rating: Needs improvement (04/13/05) —Cross Connection Control

and Certified Operator
Daily; Charhe Gunter

System Components
inspected

1 Well Sites

2 Pump Houses

Specific
Type

Varied

Capacity Comphance

Ves

30
gpm/130

gpm

well 4$ is off-hne. Booster
pumps use for transmission in
looped system. .

Housekeeping good
3 Storage Tank
3a Storage Tank

3b Storage Tank
4 Chlorinator
5 Other Chemic:als in use
6 Meters
7 Fire Hydrants

Electrical Wring acceptable
Piping acceptable
Water free of air
Water free of sand
Water clarity
System free of leaks
Water free of observed odor
Access road adequate
Ability for service area to
expand

ns ection Testin Results
Water Quality Test

Type

Pressurized
Non-
Pressurized
Overhead

Yes
F lushing only

Result

10K X

X

X I
X

Comments

1 tank off line

Soda ash and phosphates
All connections metered
Hydrants for flushing only

None observed
None observed
None observed
None observed
None observed

Turbidity
Color

NA :'NA
NA l NA

Site not selected for testing
Site not selected for testing

Additional Comments:
Customer base includes residential and church/school.

Inspection Overview:
DateInspected:
InspectorName:
DocketNumber:
UtilityName:
UtilityRepresentative:
Numberof Customers:
SystemType(distribution,well, etc):

Location of System:
Location of Utility Office:

T'reatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by Licensed

ORS WATER SYSTEM INSPEC]'ION REPORT

Hunter's Glen

05118106

Dawn Hipp
2006-92-.WS

Carolina Water Service, Inc.

Tony Ellinger
93

Well system with storage

Rambtewood Road, Aiken County
West Columbia

Chlorination

0250005

Needs Improvement (04/113105) - Cross Connection Control

and Certified Operator
Daily: Chadie Gunter

Operator:
Wastewater Provider:

Inspection Overview

i 'I Syst_ents

I Inspected
[-T-_-weTi-_ .............................

2 Pump Houses

3 Storage Tank

3a Storage Tank

3b Storage Tank
4 Chlorinator

5 Other Chemicals in use

6 Meters

7 Fire Hydrants

Septic

Specific

Type

Bored

Varied 2

Pressurized -2

Pressurized
Overhead -O

Yes

Flushing only

EXHIBIT DMH-4

8 Electrical Wiring acceptable __ X

L g___ Piping acceptable X I
[ 10 Water free of air ................... 1................................. --X--I__ ............. None observed
[-11- Wa-T_ f_eoT-_nd i................... _--_ ................................ --7-T- ........ FN__a ...........................

_-1-4-_, W_er_-0To6s_ed odor i.................. ]--i ......... ] ...................... ]--X---! ...................T-N_-ne-_ .......................
F---_ .................... +................... _---F ...............4.................... -_............ _- .............._-......................................... _'
, 15 ', Access road adequate _ _ i _ _ X i

Inspection Testing Results

_ [Water qu-a]_y-Te-_ _ Result ............ |] Comments ].... ..................................... ._..............................................................i. Type ! 1TRI i Turbidity _--I_A ! NA |Site not selected for testing !

[TR-_-_-Co'or _-NA ............ _ NA_.---_-i_-]Site no--t sel--ectedfo---_test--_n-_

Additional Comments:

Customer base includes residential and cl_urchlschool.

-_ -PSi- Capacity Compliance Comments

Yes [ No

3' 50 30 ---X---] ........ Well #I is off-line. Booster ,

gpml130 pumps use for transmission in

.......... g_p_pm...... looped system..
X Housekeepin_l _ood

t0K X 1 tank offline

NA I NA

............ ---+-'--_ "................................................ 4

NA I NA

X
......... ---+ ........

__ Soda ash and phosphates...................................... #- ...... 1 All connections metered

................................... -_----F-----3 Hydrants for fiushin_ only

.............................................................................................

6



EXHlBIT DMH-4

ORS 0/ASTDVATER SYSTEM iNSPECTlON REPORT

Q.
05/17/06
Dawn Hipp
2006-92- WS
Carolina Water Service, inc.
M. Mitchell

Date inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type {co}}ection,force main, }agoon, etc}:
Location of System:
Location of Utihty Office:
Treatment Type;
Permit //:

Last SC DHEC Compliance Rating:
Frequency checked by VVWTF Operator:
Drinking Vfater Provider:

Collection, forced main, lagoon
Hwy 3?8, Lexington County
West Columbia, SC

Biological Treatment using aerated lagoon
SC0035564
Unsatisfactory (02/01/06)
Daily - Operator Name: Charlie Gunter
CWS

lns ection Overview: l-20 Plant-Laurel Meadows E and DeVe a Rd. Sites

lns ection Results
System Components inspected
Chlorinator
Other chemicals in use
Aerators present
Plant fenced and locked
Warning Signs Visible
Fence in good condition
Dikes in good condition
Odor non existent or limited
Grass mowed

Yes

X

Comments
Chlorine gas
Sodium thiosulfate
17 operate on timer (4 aerators not operating)

10

'i3

17
18

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable
Lift Stations present
Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows

X

X

X
X

Back pond is closed to WW —storm water only
Normal appearance
Manual bar screen process. Plant housekeeping good.

30+lift stations located throughout system

20
Access road adequate Ix
Ability for service area to expand DHEC moratorium on taps due to continued discussions

under the 201!208 plan

Additional Comments:

**Note: Evaluation complete for Laurel Meadows EQ facihty and DeVega Road contact chamber only.
Outfall on Saluda River„
Permitted for 800 gpd

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview:

Date Inspected:
Inspector' Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

!-20 Plant-Laurel Meadows EO. and DeVe__a._R_.d._S!t_es
05/17/06

Dawn Hipp
2006-92-.WS

Carolina Water Service, Inc.
M. Mitchell

System Type (collection, force main, lagoon, etc):

Location of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Collection, forced main, lagoon
Hwy .378, Lexington County
West Columbia, SC
Biological Treatment using aerated lagoon
SC0035564
Unsatisfactory (02101 I06)
Daily-- Operator Name: Charlie Gunter
CWS

Inspection Results
-.--_T System Components Inspected

__-2I Chlorinator
Other chemicals in use

Aerators present
[ 4t Plant fenced and [ocked

[_ 5._f Warning Signs VisibleFence in good condition

_ 8_ Dikes in good conditionOdor non.existent or Limited
Grass mowed

Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris

Effluent Color acceptable
Lift Stations present
Failure Warning System adequate

Electric Wiring adequate
System free of leaks

Comments

Chlorine gas
Sodium thiosulfate -i

17 operate on timer (4 aerators not operating)

Back pond is closed to WW - storm water only

Normal appearance
Manual bar screen process. Plant housekeeping good.
Clear

30÷lift stations located throughout system

i 18 System free of overflows
i t9 Access road adequate

20 _ Ab]hty for ser_qce area to expand

I ........!................................................................. L ........ _ .........L_unde_r._the2°_1_._°_8.._Pla!__.......................................................... _i

Additional Comments:

**Note: Evaluation complete for Laure! Meadows EQ facility and DeVega Road contact chamber only.
Outfa[( on Saluda River'..

Permitted for 800 gpd



EXHIBlT DMH-4

ORS V/ATER SYSTEM INSPECTION REPORT

~lns ection Overview: Indian Fork/Fort~Lave
Date Inspected: 05/1?/06
Inspector Name: Dawn Hipp
Docket Number: 2006-92-WS
Utility Name: C;arohna Water Service, Inc.
Utility Representative: //I„Mitchell/Harry Elkins

Number of Customers: 170
System Type {distributioit, well, etc): Well system with storage
Location of System: Lexington County
Location of Utihty Office: West Coluinbia
Treatinent Type: Chtorination/pH adjustment/softener
Permit //: 3250066
Last SC DHEC Compliance Rating: Satisfactory
Frequency checked by Licensed Daily - Operator Name: Harry Elkins

Operator:
Wastewater Provider: Town of Chapin/Richtand C;ounty

Ins ection Overview
System Components

inspected
Specific O' PSI Capacity

Type
Compliance

Yes

Comments

Well Sites Bored 4 50 Welt )f1
42 gpm

8 welts/3 operating
Inspection on Wells //1, '2, 3

2 Pump Houses
Storage Tank

3a Storage Tank

3b Storage Tank
4 Chtorinator

5 Other Chemicals in use
6 PAeters

7 Fire Hydrants
S Electrical Wiring acceptable

Varied 4
Pressurized

Non-

Pressurized
Overhead

Yes

House keeping good
1-10K onlme and 15K tank
off line

Att wetls looped to 1

treatment area on Hiller
Road
Soda ash, potassium

Ftushing hydrants

9 j10

12

Piping acceptable
Water free of air

ater free of sand
Water clarity
System free of teaks

X

x
Slight air at sample point

Water free of observed odor
Access road adequate
Ability for service area to

~expand
lns ection Testin Resuits

Water Quality Test
Type

X

Comments

New house construction
present,

TR1

TR2

Turbidity

Color

1 JTU

~2? units

Sample point after treatment, at Hiller Road. Atl

wells looped and treatment applied at 1 location.
Air bubbles present in sample.

Inspection Overview:

.. •:%.:_ - _

ORS WATER SYSTEM INSPECTION REPORT

Indian Fork/Forty Love

Date Inspected:
Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution, well, etc):
Location of System:
Location of Utility Office:

Treatment Type:
Permit #:

Last SC DttEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

05/17/06

Dawn Hipp
2006-92-WS
Carolina Water' Service, Inc..
M. Mitchell/Harry Elkins
t70

Well system with storage
Lexington Cottnty
West Columbia
Chlorination/pH adjustment/softener
3250066

Satisfactory
Daily- Operator Name: Harry E[kins

Town of Chapin / Richtand County

Ins )ection Overview

System Components Specific

Inspected Type

• Welt Sites Bored
I

I_ Pump Houses Varied

--_- Storage Tank Pressurized

Storage Tank Non-
Pressurized

3b Storage Tank Overhead
4 Chlorinator

5 Other Chemicals in use
6 Meters Yes

7 Fire Hydrants No
8 Eiectrica[ Wiring acceptable

#

4

4
4

ram--

U"

PSI Capacity

50 Welt #1

42 gpm

Compliance 1

---%_---_--1
×

X
X

........

.... -..-..,..--4-- ................... --_---

....... X .

X
X

X

9 1 Piping acceptabte
-_-! _r_
b-_-i_ _o-T_d

l-T3-1 Sy_-f_-e_o-fY_-ks

t_-4Twater free 0-7obs---_ed odor
t5 Access road adequate

r--{61 Abitity for service area to
L__Z expand

EXHIBIT" DMH-4

Comments

..... ----.-.-f

8 wells/3 operating
Inspection on Wells #1, 2, 3

....... House keeping good

......... 1..10K online and 15K tank i
off line

........ --f

........ Ai] wells looped to 1
treatment area on Hiller
Road

Soda ash, potassium

__m__..f

Flushing hydrants

T Comments
t
] Sample point after" treatment at Hiller Road. All
i

Result
Inspection Testin._ Results

Water Quality Test /
I Type

TR1 I Turbidity i 1 JTU
i i wells looped and treatment applied at I location.
|

! TR2 i Color _ 27 units _.Air bubbles present in sample.

i X

i ! X _ Slight air at sample point '
..... I i x-_ .......... i

...............?-- ..... ! F--x--?..............................................I
-............. _-_----t _E_-i-- _--_........................... q
......... -4.......4--..... 4-...... , _--_ .......... , ................
i i/ / / X I -_ i

t ........... , ...... T --7-T-----I N-TwT_o;$_-_c_ion '
i i I i

j ........... J L__i ! L___.___J present,



EXHIBlT DMH-4

Additional Comments:
1 ) Wells are looped to maintain sufficient capacity and pressure on system.
Rd. site.
2) Housekeeping was good.
3) 2 wastewater hft stations ownedt'operated by CWS

Treatment for all water done at Hiller

EXHIBITDMH-4

Additional Comments:
I ) Wellsareloopedtomaintainsufficientcapacityandpressureonsystem
Rd.site.
2) Housekeepingwasgood.
3) 2wastewaterlift stationsowned/operatedbyCWS

Treatmentforallwater'doneatHitler
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EXHlBIT DMH-4

'i;e 4
(.gtaO or

ORS V/ATER SYSTEM IHSPECTlON REPORT
In~section Overview: Indian Pines
Date Inspected: 05/19/06
Inspector Name: Dawn Hipp
Docket Number: 2006-92 WS

Utility Name: Carohna Water Service, Inc.
Utility Representative: Tony Ellinger
Number of Customers: il
System Type {distribution, welt, etc}: Welt system with storage
l.ocation of System: St. David's Church Rd, Lexington County
L.ocation of Utility Office: West Columbia
Treatment Type: Chlorination
Permit ¹: 325005'I
Last SC DHEC. Compliance Rating: Satisfactory (01/09/06}
Frequency checked by Licensed Daily; Yon Bowen
Operator:
Wastewater Provider: Septic
lns ection Overview

System Components
Inspected

Specific
Type

PSI Capacity Compliance Comments

Well Sites

2 Pump Houses
Storage Tank

Sand

Varied
Pressurized

16
gpm/6

gpfn

6000

X

X
X

Wells blended before treatment
to keep RAD within hmits

Housekeeping good
Tank condition good„Painted in
2005. Tank is pressure checked

3a Storage Tank

3b Storage Tank
Chlorinator
Other Chemicals in use

6 Meters
l Fire Hydrants

Electrical Wiring acceptable
Piping acceptable

Non-

Pressurized
Overhead

Yes
Flushing only

0

NA

Soda ash and phosphates
Ail connections metered
Hydrants for flushing only

10

12
I

t
1

Water free of air
Water free of sand
Water clarity
System free of leaks
Water free of observed odor
Access road adequate
Ability for service area to
expand

X

None observed
None observed
None observed
None observed
None observed

e development possib}e

lns ection Testin Results
Water Quality Test Comments

Turbidity
ColorJ

Add itionat Comments

NA i NA Site not selected for testing
Site not selected for testing

Inspection Overview:

ORS WATER SYSTEM INSPECTION REPORT

Indian Pines

Date Inspected:
Inspector" Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution, welt, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

05/19/06

Dawn Hipp
2006-92..WS
CaroLina Water Service, Inc.

Tony EUinger
t7

We[[ system with storage
St. David's Church Rd, Lexington County
West Columbia
Chlorination
3250051

Satisfactory (01109106)
Frequency checked by Licensed
Operator:
Wastewater Provider:

Ins )ection Overview

f System Components
t Inspected

-T -4 Welt Sites

2 Pump Houses
3 Storage Tank

_J3!T--" Storage Tank

3-b- Storage Tank
Chlorinator

Other Chemicals in use

F-6 Meters ---

Fire Hydrants
Electrical Wiring _c--eptable

!__l iping acceptable
Water free of air

• , Water free of sand

Daily:

Septic

Specific
Type

Sand

Varied
Pressurized

Non-
Pressurized
Overhead

Yes

Flushing only

Von Bowen

#

2

m

2

Oi

0
I

PSI I Capacity

4-_--] 16

gpml6
gpm

=___.---+

__..Ii--._

6000

.___---.--.+

NA

...... -.+-- ................

NA
-----+

X

X
X

Compliance

y---_T- [_-I

X
I
I

I

X

x

j__x__..........

12__i Water clarity

_13_ System free of--teaks- ...... i
i _4 ! WE_-ri_-o_a_7 !-
i 15 i Access road adequate i

16 Ability for service area to +
i

_ expand j

EXHIBIT DMH-4

Comments

Wells blended before treatment
to keep RADwithin limits

Housekeeping good
Tank condition good Painted in
2005. Tank is pressure checked
each year.

NA

NA

Soda ash and phosphates
All connections metered

Hydrants for flushing only

I L
--J_ Jill _ _ ..... NoneN°ne °bse_edobserve d

--_ .... -_ ................ --_--X- ............ None observed

.... ........ obse ed
-i--]-------_ i----X-- i ...... : None observed

..... ,× I solo o e,oo oo i
....... , [

Inspection Testing Results

[ _-ater' Quality'Test ! Result
- Type !________

i TRI__[Turbidfi:y ...... _ NA i NA
_R2.1Co--_T __.ii_-_AI.... __ NA

Additional Comments:

Comments

Site not selected for testing
Site not selected for testing

10



EXHIBlT DMH-4

ORS V/ASTEWATER SYSTEM NSPECTlON REPORT

Ins~ection Overview: Oakland Plantation
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type Icollection, force main, lagoon, etc):
Location of System:
Location of Utihty Office:
Treatment Type:
Permit ¹:
Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

05/17/06
Dawn Hipp
2006-92-WS
Carolina Water Service, Inc.
M. Mitchell, R. Phimmer
397
Collection/Aerated lagoon
Sumter County (behind Shaw AFI3)

West Columbia, SC
Gravity flow to aerated lagoon/Chlorination and dechtorination
SC0030678
Satisfactory (03/14/05)
Daily — Operator Name: Randatt Plummer
Utihties Services of SC, Inc. .

lns ection ResUlts
System Components Inspected
Chlorinator
Other chernicats in use
Aerators present
Ptant fenced and locked
Warmng Signs Visible
Fence in good condition
Dikes ln good cond&t&on

Odor non-existent or hmited
Grass mowed

Yes No

X

X

Comments
Liquid injection
Dechlorination using sodium thiosulfate
2 Mixers and 3 Aerators operating using timers

Cement collar/tining

10

12
13

15

20

Duckweed/Algae acceptable
Grease build-up acceptabte
Ptant free of debris
Effluent Color acceptable
Lift Stations present
Faiture Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflov s
Access road adequate
Abihty for service area to expand

X
X

X

X

X
X

Foam and sotids in EQ basin
Foam build"up

Clear
1 hft station in Oakland Plantation

23 taps available

Additional Comments. "

Plant components inctude EQ basin, horizontat clarifier and digester,
Sludge wasting each week per Randatl.
Repairs include replacement. of tines with PVC piping, man hole covers.
Customer base inchjdes apartment buildings.

System built in 1960's.

EXHIBII" DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview:
Date Inspected:
Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

Oakland Plantation
05117/06

Dawn Hipp
2006-92-W5
Carolina Water Service, Inc,
M. Mitchell, R. Plummer
397

System Type (collection, force main, lagoon, etc):
Location of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water' Provider:

Collection/Aerated lagoon
Sumter County (behind Shaw AFB)
West Columbia, SC

Gravity flow to aerated [agoonlCh|onnation and dechlorination
SC0030678

Satisfactory (03/t4/05)
Daily - Operator Name: Randall Plummer
Utilities Services of SC, Inc,

Ins )ection Results

.........

1
2

3

!4

_7__
8
9

10

11
12

System Components Inspected
Chlorinator
Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible

Fence in good condition
Dikes in good condition
Odor non-.existent or limited
Grass mowed

DuckweedlA[gae acceptable
Grease build-up acceptable
Plant free of debris

X Liquid injection

_X ........ __Dechlorination using sodium thiosu[fate

X ........ __2 Mixers and 3 Aerators operating using timers
X
X

.... ------4----------+ .............................................................................

X

X Cement collar/lining
......... -+---------------4

X
X
X

X
X

Foam and solids in EQ basin

Foam build--up

13 Effluent Cotof acceptable _X .............. Clear
14 Lift Stations present | X I lift station in Oakland Plantation

.16_ _.Electric Wiring_adequate ........ j_X .............[ ........ i ............................................ : ....................................
t 7 _ System free of leaks i X -_ -1-

Additional Comments:

Plant components include EQ basin, horizontal clarifier and digester..
Sludge wasting each week per Randall.
Repairs include replacement of lines with PVC piping, man hole covers.
Customer base includes apartment buildings.
System built in 1960's.

tt



EXHIBIT DMH-4

ORS VOTER SYSTEPA INSPECTiON REPORT
In~section Overview: ireechiree Acres
Date inspected: 05/17/06
inspector Name: Dawn Hipp
Docket Number: 2006-92-VfS
Utihty Name: Carohna V/ater Service, inc.
Utility Representative; M.. MitcheH/Tony Elhnger
Number of Customers: 49
System Type (ciistributiorr, weii, etc}= Nell system with storage
Location of System: Hwy //7, l.exington County
Location of Utility Office: Vfest. Columbia
Treatment Type: Chlorination
Permit 4': 3250045
Last SC DHEC Compliance Rating: Satisfactory
Frequency checked by Licensed Daily - Operator Name: Von Bowen
Operator;
V/astewater Pr ovider: Septic Tanks

lns ection Overview
System Components Specific

inspected Type
Capacity Comph ance

No

Comments

Well Sites
2 Pump Houses
3 Storage Tank

3a Storage Tank

Storage Tank
4 Chlorinator
5 j Other Chemicals in use

Meters
7 Fire Hydrants
8 Electrical Wiring acceptable
9 Piping acceptable
10 V/ater free of air

Water free of sand
12 Water clarity
13 System free of leaks

Vfater free of observed odor
Access road adequate
Abihty for service area to
expand

Bored
Varied

Pressurized

Non.

Pressurized
Overhead

No

6,000

NA NA

X

X

X

X

X

Housekeeping good
Tank to be replaced in next
year

Soda ash

Flushing only

lns ection Testin Results
V/ater Quahty Test Result Comments

TR2

Type

Turbidity
Color

itional Comments:

VfeH //2 Vfell /f1

1 JTU

I__ns_.pectionOverview:

.t. :-7 - _\

ORS WATER SYSTEM INSPECTION REPORT'
Peachtree Acres

Date Inspected:

Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, well, etc):
Location of System:

l.ocation of Utility Office:

Treatment Type:
Permit #:

Last SC DtlEC Compliance Ratin_:

Frequency checked by Licensed

Operator:
Wastewater Provider:

05117106

Dawn Hipp
2006.-92-WS

Carolina Water Service, Inc.

M., Mitchell/Tony Ellinger
49

Well system with storage
Hwy #7, t.exington County
West Columbia

Chlorination

3250045

Satisfactory

Daily - Operator Name: Von Bowen

Septic Tanks

EXHIBIT DMH-4

Inspection Overview
System Components Specific Capacity

Inspected 'Type

I Welt Sites Bored 65 gpm

2 Pump Houses Varied

3 Storage Tank Pressurized I I 64 I 6,000
!

I

Storage Tank Non- 0 l
Pressurized

3b Storaoe Tank Overhead
4 Chlorinator

Other Chemicals in use

6 Meters Yes

7 Fire Hydrants No

8 Electricat Wiring acceptable

9 Piping acceptable

10 Water free of air
11 Water free of sand i

!

Compliance

es I

NA I

Comments

Housekeeping _ood

Tank to be replaced in next

year"

X i
X

X

Soda ash

Flushing only

12 Water ctarity
13 System free of Leaks i ...... --I- .................... X j

i .....................14 Water free of observed odor _................................................................. _ l X 7
I- .... -- ...................... -_ ................. -k ............ -k .................... 4- ......... .L. ............... _- ........................................................

i : , ! !i 15 i Access road adequate | _ ! ! i X _ | i

L__.__Lexpapd..................................................................[.....................................±......_ .........l ....................................1....................i .....................L..............................................................._A

Inspection IestinR Results
! --'_te r'---Ou_ Result _ Comments i

I _ype" i_We|| #2 I We,I #1

'-k_--_- ................... L ............ _ .................. _.................................................................
TR1 ] Turbidity ! 0 JTU t 1 JTU l !, _. __+_....................... _ ......... _ .................................................................... ___

LTR__2 _,;Col_or_................................._.0 ..........................L3 ............. ___........................................................................................................... j

Additional Comments:

12



EXHIBIT DMH-4

ORS V/ATER SYSTEM INSPECTION REPORT

In~section Overview; Pocalla
Date inspected. '

inspector Name:
Docket Number:
Utihty Name:
Utility Representative:
Number of Customers:
System Type (distribtt tion, well, etc):
Location of System:
location of Utility Office:
Treatment T'ype:
Permit 0:
l, ,ast SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:
Ins ection Over+icy/

05/17/06
Dawn l iipp
2006-92-V/5
Carohna Water Service, inc. .

M.. Mitchell/R. Plummer
103
V/ell system with storage
Sumter County
West Columbia
Chlorination, corrosion inhibitor, pH adjustment
4.350007
Satisfactory j01 /19/05)
Daily - Operator Name: Randall Plummer

CV/S

System Components
inspected

Well Sites

2 Pump Houses

Specific
Type

Bored

PSl Capacity

2 50 150 gprn

Compliance

Yes

X

Comments

V/elis mix prior to
treatment
Good condition

3 Storage Tank
3a Storage Tank

Pressurized
Non-

Pressurized
0

7500
NA NA

Storage Tank Overhead

4 Chlorinator
5 Other Chemicals in use

0
X

Phosphates, soda ash
6 Meters
7 Fire Hydrants
S Electrical Wiring acceptable
9 Piping acceptable
10 V/ater free of air
11 V/ater free of sand

V/ater clarity
System free of leaks
V/ater free of observed odor
Access l'oad adequate
Ability for service area to
expand

Yes
Flushing

X

X

X
X
X

All customers metered
Flushing only

Ins ection Testin Results
Water Quality Test

Type

TResult Comments

Add

Turbidity

itional Corriments:

2 JTU , Sample drawn post treatment
Sampte drawn post treatment. tto observed color

l3

4 _

oR___&_W__A!.ER__S_YS!LNS_P,,EC__T_!O.N__REP_0_O.R._1

EXHIBIT DMH-4

Inspe__ct_io_.zn_...O_ve_(y.Lew:.....poca__]la
Date Inspected:
Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

System Type (distribution, well, etc):

l,ocation of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

Ins Overview
System Components

Inspected

05/17106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc..
M.,Mitchell/R. Plummer
103

Well system with storase
Sumter County
West Columbia

Chlorination, corrosion inhibitor, pll adjustment
4:350007

Satisfactory (01119105)
Daily - Operator Name: Randall Plummet

CWS

Specific
Type

Well Sites Bored

Pump Houses Brick
Storase Tank Pressurized

Storao_e Tank Non..
Pressurized

Storase Tank Overhead
Chlorinator

Other Chemicals in use
Meters Yes

7 Fire llydrants Flushin8
Electrical Wiring acceptable

PSI

50

Capacity Compliance

Yes No

150 gpm X

X

7500 X i
NA NA J

NAI NA i

Comments

Wells mix prior to
treatment
Good condition

Phosphates, soda ash
All customers metered

Flushin8 only

9 Pipin8 acceptable
Water free of air ! [
Water free of sand I _ , ,
W--ate--rcla--Rt-_----- t ....................................F........._..........f .................._-_-T .....................,F......................

, -- ................. I-- ................ +....... -_-----_-- ............ 4 ........ ' .................................................................................. 4
i 13 System free of leaks I _ i X _-
[-T_TWa_r?_ee-6i-o_e'_-o2Jor"--I ..................................T..........i..........t............ T-E-T ...................!....................................................................i
I'----+15!.........................Access road adequate +-_.......................................................I- I- _ t,...........X i_'.................._'....................................................... _

i t6 i Abtbty for service area to i i 1- [ / X i [ Few taps remain
i i expand ! __[ | / 1 / '_ i......... _-_, ............................ _3_........................ _ ..................... 1 ...... J ........... _ ...................................

Inspection Testin_ Results
[ ...... Water Quality'_TeSt ' i Result -T Comments ]

! Type [ i'
.................... L_ .................. ....... j

i.._T_R2 Colorr ................................._ 16 I Sample drawn post treatment. No observed color, i
Additional Comments:

13



EXHIBIT DMH-4

ORS V/ASTENATER SYSTEM INSPECTION REPORT

In~section Overview: Pocalfa
Date Inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type (coifection, force main, iaiioon, etc):
Location of System:
Location of Utility Office:
Tr eatment Type:
Permit //:

Last SC DHEC Comphance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Q5/17/06
Dawn Hipp
2006-92-V/S
Carolina Water Service, inc.
M. Mitchell/R. Plummer
103
Collection/gravity flow/plant
Sumter County (Hwy 15)
West Columbia, SC
Activated sludge
SC0030724
Satisfac tory (03/14/05)
Daily —Operator Name: Randall Plummer
CV/S

Ins ection Resufts
System Components inspected
Chlorinator

2 Other chemicals in use
3 Aerators present
4 Plant fenced and locked
5 V/arning Signs Visible
6 Fence in good condition
7 Dikes in good condition
8 Odor non-existent or limited
9 Grass mowed

10 Duckweed/Algae acceptable
11 Grease build-up acceptable
12 Plant free of debris
13 Effluent Color acceptable

Lift Stations present
Failure Warning System adequate
Electric Wiring adequate

Yes No

X

X

X
X
X

X
X

Comments
Liquid

Dechlorination: sodium thiosulfate
Aerators and diffusers throughout plant

Concrete apron around the equalization basin

None observed

Shght greenish color due to new plant being brought on.
line
All gravity flow

17 System free of leaks
System free of overflows

19 Access road adequate
20 X

Additionaf Comments:

Upgrade of entire plant completed in April 2006..
Closure of lagoon in process.
Clarifier is travehng bridge system
Sand filter to reduce TSS

14
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ORS WASTEWATER SYSTEM INSPECTION REPORT

EXHIBIT DMH-4

Inspection Overview: Pocalla

Date Inspected:
Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System "Type (collection, force main, ta_oon, etc):
Location of System:

Location of Utility Office:

Treatment Type:
Permit #:

L.ast SC DHEC Compliance Rating:

Frequency checked by WWTF Operator:
Drinking Water Provider:

Ins )ection Results

05/17/06

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
M. Mitc:hett/R. Plummer

103

Collection/gravity flow/plant

Sumter County (Hwy 15)

West CoLumbia, SC

Activated studge
SC0030724

Satisfactory (03/14/05)
DaiLy - Operator Name: Randall Plummet
CWS

L_L4
5

6

7

8
..m

9

10

"11

__"12_14

 _7_t
_-8|

!19J

System Components Inspected
Chlorinator

Other chemicals in use

Aerators present

Plant fenced and locked

Warning Signs Visible

Fence in good condition

Dikes in good condition
Odor non-existent or limited

Grass mowed

DuckweedlAtgae acceptable

Grease build-up acceptable
Plant free of debris

Effluent Color acceptable

Lift Stations present

Failure Warning System adequate

Electric Wiring adequate

System free of leaks

System free of overflows

Access road adequate

Ability for service area to expand

..... _-_-
[X

_X

X

X

X

X
............ i

X

X

X

NA NA

X

X

X
I

--___----.+ .........

X

x--T ....

Comments

Liquid
Dechlorination: sodium thiosutfate

Aerators and diffusers throughout plant

Concrete apron around the equalization basin

None observed

Slight greenish color due to new plant being brought on.
line

All gravity flow

.... -_+ ......

X-.... -t----, .......................................................
iX . _ !

!

Additional Comments:

Upgrade of entire plant completed in April 2006..

Closure of lagoon in process.

Clarifier is traveling bridge system

Sand filter to reduce TSS

14



Location of System:
l ocation of Utility Office:
Treatment Type:
Permit 0:
Last SC DHEC C'ompliance Rating
Frequency checked by Licensed
Operator:
Wastewater Provider:
lns ection Overview

..MbG t-'t. d

i

r

W&ss c=gtcO~&'

ORS WATER SYSTEM INSPECTION REPORT
In~section Overview: River Hills
Date inspected: 06/01/06
Inspector Name: Dawn Hipp
Docket Number: 2006 92-WS
Utihty Name: Carohna Water Service, inc.
UtiRty Representative: M.. MitcheR
Number of Customers: Approx, 3197
System Type &ghstrrbuuon, weil, etc): Distribution, purchased water from York County (which is

purchased from Rock ltili)
Hwy. . 49, York County
West Columbia
NA

4650006
Satisfactory {09/29/05}
Daily: Dick Hinson

EXHIBIT DMH-0

System Components
inspected

Well Sites
Pump Houses

3 Storage Tank

Specific
Type

Pressurized

PSl Capacity Comphance

Yes

NA

Comments

Purchased from York County

Storage Tank

Storage Tank

Chlorinator
5 Other Chemicals in use
6 Meters
7 Fire Hydrants

Qectrical Whing acceptable
~piping acceptable

Hon-

Pressurized
Overhead

Flushing only

NA

NA

NA

NA

E1evated tank owned by CytrS
but leased to York County

All connections metered
Hydrants for flushing only

10
'11

Water free of air
Water free of sand
Water clarity
System free of leaks
Water free of observed odor

X
X
X

Hone observed
None observed
None observed
Hone observed
Hone observed

J Access road adequate
Ability for service area to
expand t

ns ection Testin ResUlts
Water Quality Test

Type
Comments

Some development possible

Color
NA NA Site not selected for testing

Site not selected for testing
Additional Comments:
System is distribution only. Purchased water from York County.

Inspection Overview:
ORS WATER SYSTEM INSPECTION REPORT

River Hills
Date Inspected:
Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, well, etc):

Location of System:

Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by Licensed

Operator:
Wastewater Provider':

Inspection Overview

06/01/06

Dawn Hipp
200692-WS

Carolina Water Service, Inc.
M.. Mitchelt

Approx.. :3t97

Distribution, purchased water from York County (whic:h is
purchased from Rock Hill)

Hwy. 49, York County
West Columbia

NA
4650006

Satisfactory (09129105)
Daily: Dick Hinson

CWS

. System Components Specific -# -PS-I

I i Inspected -Irype
1 Well Sites -_ .... -"0 ...............

2. Pump Houses ].......... -_---_i_-_--_.--._
3 Storage Tank Pressurized

3a Storage Tank Non-
Pressurized

3b Storage Tank Overhead

...............
5

6

7

8

9

10

Other Chemicals in use

Meters

Fire tlydrants

Electrical Wiring acceptable

Piping acceptable
Water free of air

Yes

Flushing only

EXHIBIT' DMH-4

Capacity Compliance Comments

-_-&s_--_o-

...................... N____AA_.! N____AA._ Purchased from York County
NA I NA

'_ NA l NA

NA t NA

NA { NA Elevated tank owned by CWS
but leased to York County

NA t NA
...............................................................................................................

.......... N
X All connections metered

X Hydrants for flushing only
X

X .......................................

I X _ None observed
_IT Water free of sand .................... _ ..... ,+.............. ---_---_ ........... No_._ _ ..... -_

i12 _Wate-'---rcLar!t-----y.............. _ ........ [ ....................... , ..... X----_I_........ _'_ee _ved ]

I_ System free---of-[ea_{s ......................................................... _-T---_ .................... __L-.__ ........_.......................N°-ne_d ..........................................!

L .......

i 15_j AccesS road--adeq---uat-e- ............................... -'_- ...... !- ....... T- X 4...................i ....................................................
_TG-I _- .... _ ..........................................................+........._....................._........................ :...........

Ablbty for serv,ce area to i ! ] I X -_ ! Some developmentpossible--- I
i expand ....................... i_.i ....... i ............... J_ .... __ j i

Ins )ection Testin_ ,Results

,iF-......... i Water' QualitYTypeTest il ..........ResuJt ............. ] ..................................................C--0--mme_s ............................. ]

i ! i I !
i_............................................................TR1 _rbidity 'TNA -_ NA _ Site not selected-foTl:-e-_n_ .................................. ]'_...... -_.......................................... 4-: ...................
i..TR2__C_o[o__r ......................... -____NA.........._ NA ! Site not s_ _-r_ I

Additional Comments:

System is distribution only. Purchased water flora York County.

15



EXHIBIT DMH-4

ORS WASTEWATER SYSTDA NSPECTION REPORT

~Ins ection Overview: River Hills
Date Inspected:
Inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
SyStern Type (collection, force main, lagoon, etc):
Location of System:
Location of Utihty Office:
Treatment Type:
Permit 4':
Last SC DHEC Compliance Rating:
Frequency checked by V/V/TF Operator:
Drinking V/ater Provider;

06/01/06
Dawn Hipp
2006-92-V/S
Carohna V/ater Service, Inc.
M, Mitchell

Lift stations
York C.ounty
V/est Columbia, SC
Purchased Treatment from York C:ounty
HA

HA

NA

C:WS (purchased water}

ns ection Results
System Components Inspected
Chlorinator
Other chemicals in use
Aerators present
Plant fenced and locked
Warning Signs Visible
Fence in good condition
Dikes in good condition
Odor non-existent or limited
Grass mowed

Yes
NA HA

X

X

Comments

Lift Station site evaluated
Lift Station site evaluated
Lift Station site evaluated

None observed at hft station

10

14

Duckweed/A/gae acceptable
Grease build-up acceptable
Plant free of debris
Effluent Color acceptable
Lift Stations present
Failure V/arning System adequate
Electric V/iring adequate
System free of leaks
System free of over flows
Access road adequate
AbRity for service area to expand

HA

HA

NA HA

X

X j

36 Lift stations in River Hills

Mission system

Additlonhl Comrrfents:
Sewer treatment purchased from York C.ounty.
C.V/S leases EQ basin to York County.
Collection system improvements include manhole repair/re-hning
Customers bil(ed sewer service based on water consumption.

EXHIBITDMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

in_qspection Overview: River Hills
Date Inspected:

Inspector Name:
Docket Number':

Utility Name:

Utility Representative:
Number' of Customers:

System Type (collection, force main, lagoon, etc):
t.ocation of System:

Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by WWTF' Operator:
Drinking Water' Provider:

Ins _ection Results

1

2

3

4

5

6
..... 7

8

9

10

11

System Components Inspected
Chlorinator

Other chemicals in use

Aerators present

Plant fenced and locked

Warning Signs Visible

Fence in good condition

Dikes in good condition
Odor non-existent or limited

Grass mowed

Duckweed/Algae acceptable

Grease build-up acceptable
12 Plant freeof debris

06101106

Dawn Hipp
2006-92-WS

Carolina Water' Service, Inc.
M. Mitchell

Lift stations

York County

West C'olumbia, SC

Purchased Treatment from York County
NA
NA

NA

CWS (purchased water)

-%s...... Comments
-_ .........!NA ......

NA.....q-N -T.......................................................................
..........................................................................

X i

I--3- Effluent Color' acceptable _IA--_ ..............................................................................

14 Lift Stations present X _[..... _[__36-Lfftst-alz]ons-Jn-R_-r-Hils ...................................

-1-5 Failure W_mi-n-g-_s-tem adequate X ....... | .............-T-_-syst--_ .................................................. .

i 20 LAb]hty for' service area to expand _ X | [, _ ...........................

Additional Comments:

Sewer treatment purchased from York County,
CWS leases EQ basin to York County,

CoUection system improvements include manhole repair/re-Lining
Customers billed sewer service based on water consumption,
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EXHlBIT DMH-4

Date inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative;
Number of Customers:
System Type {distribution, we{{,etc)
l.ocation of System:
Location of Utility Office:
Treatment Type:
Permit 0'.
l.ast SC DHEC. Comphance Rating
Frequency checked by l.icensed
Operator:
Wastewater Pr ovider:
l ns ection Overviev/

In~section Overview: Rock

=%c&s.&~

ORS VIATER SYSTEPA lNSPECTlON REPORT
Bluff

05/19/06
Dawn Hipp
2006-92-WS
Carolina Water Servic. e, Inc.
Larry Garnish
21
Welt system with storage
Williamsburg County
West Columbia
Chlorination
4550001
Satisfactory (8/03/05)
Daily: G. Randali Plummer

System Components
inspected

Well Sites
Pump Houses
Storage Tank
Storage Tank

Storage Tank

Specific
Type

Bored
Brick

Pressurized
Non-

Pressurized

45

1 55
0

Capacity

40gpm

3000

fomphance

Yes

X

X

Comme{its

Housekeeping good
Tank condition good„

I
10

13

Other Chemicals in use
Meters
Fire Hydrants
Electrical Wiring acceptable
Piping acceptable
Water free of air
Water free of sand
Water r larity
System free of leaks
Water free of observed odor
Access road adequate

Yes
Flushing only

X

X
X
X

X

X

X

Aif connections metered
Hydrants for flushing only

None observed
Hone observed
Clear
None observed
Hone observed

16 Abihty for service area to
expand

lns ection Testin Results
Comments

Some development possible. 30
taps left

Turbidity
NA

Site not selected for testing
Site not selected for testing

Additional Comments:
System has telemetry monitoring system. ,

InsPection Overview:

Ly • _ .(_.. _-sL'-.
x _' _:-__' "_iI:.4"_

"_ E_f( ;7:

ORS WATER SYSTEM INSPECTION REPORT
Rock Bluff

Date Inspected:

Inspector Name:
Docket Number:

Utility Name:

Utility Representative:
Number of Customers:

System Type (distribution, well, etc):
[.ocation of System:

Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Ratins:

Frequency checked by Licensed
Operator:
Wastewater Provider':

Ins _ection Overview

05119106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
Larry Carrfish
21

Well system with storage
Williamsburg County
West Columbia
Chlorination

4550001

Satisfactory (8103105)

DaiLy: G. Randall Plummer

Septic:

f- System Components
Inspected

Specific --_

Type

i 1 Well Sites

_-7. .... Pump Houses

_ Storage Tank

3a Storage Tank

_ oia-_e_k ......................
-_- -b-_er_caITi-n_-s_ .............
7; _ .................

_190__ Piping acceptableWater free of air

_111_ Water free of sand
121 Water clarity

.....1-3_._-_tem free of leaks

i_-_.__t.e____r free of o_-_ed odor'

........Bri--_k-........ q
Pressurized -]

Non- -_
Pressurized

..............%s ...........

EXHIBIT DMH-4

PSi Capacity

4_5__ 40gpm

:_5_ _ooo

....._.....

Compliance .............. C'-ommei_-ts .......................

_-:_o--

---7_.___............_o_k-__a- .................
x__ - ........_-_n--__ ..........

........................................_-L
x ....... -/,ffco---E__e re-FEE-_

....-__ ......... hVa-:_-_-F_--ra-_u_-i-__--_-_...........
......y_.._
L -;j
....x__j....... -_-o-_-o-_ ......................

X None observed

...................... _ x_x__ -_,7 ...............................
! x N-_-_o-_-&-_a- ......................................
T--X--- _ o_Fv-_

.................................................q +............................................................................ ,
15 i Access road adequate ............ 4--4- ........ X i

-T6-! Ability for service area to i....................i i _ .........]........X ......................*-_m__v_iopment-p_sib'_:-36-!

I j expand i ', i i / , taps left i

Inspection Test_.__n_Results ...................................
Water Quality Test i ---Resu_--_ ........................... --C.omnnen-ts ........................

Type k..........................................................i "-],

,-----_T-R11.......T-_-y ........................ IN_, ....... Site not selected for testin8 i

i TR2 Color ] NA NA i Site not selected for testin8 j................................ z. .............................. -

Additional Comments:
System has telemetry monitoring system..
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EXHIBIT DMH-4

ORS VfASTEV/ATER SYSTEM INSPECTION REPORT

~Ins ection Overview: Roosevelt Gardens
Date inspected:
inspector Name:
Docket Number:
Utility Name:
Utility Representative:
Number of Customers:
System Type (couection, force main, lagoon, etc):
l.ocation of System:
Location of Utihty Office:
Treatment Type:
Permit 0'.
Last SC DHEC Comphance Rating:
Frequency checked by ~F Operator:
Drinking Water Provider:

05/18/06
Dawn Hlpp
2006-92-WS
Carolina Water Service, inc.
T ony Ellinger

Collection, Package Plant
Hwy 601, Orangeburg County
West Columbia, SC
Biological Treament
SC0029645
Satisfactory
Daily - Operator Name: 3. Russell V/right
Orangeburg DPU

Ins ection Results
System Components inspected

1 Chlorinator
Other chemicals in use
Aerators present

4 Plant fenced and locked
5 Warmng Signs Visible
6 Fence in good condition
7 Dikes in good condition
8 Odor non-existent or limited

Grass mowed
10 Duckweed/Algae acceptable
11 Grease build-up acceptable
12 Plant free of debris
13 Effluent Color acceptable
14 Lift Stations present
15 Failure Warning System adequate
16 Electric Wiring adequate

System free of leaks

System free of overflows
Access road adequate

Yes
X

X

X

X

NA

X

X

NA

Comments
Liquid injection
Sodium thiosulfate
Various sizes, diffusers, mixers

Normal appear ance
Manual bar screen process. Plant housekeeping good
Clear
No lift stations on system

20 Ability for service area to expand l..imited expansion potential. Service area includes
apartments and medical center.

System was buRt in 1970's
Piping is ductile iron
Apartment Complex, owned by HUD, owns and maintains the collection system extending past the CV/S fenced area
serving the customers,
Grease buRd. up in system continues to be a problem. CV/S routinely TV and jets mains.

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

inspection Overview:
Date Inspected:
Inspector Name:
Docket Number':

Utility Name:

Utility Representative:
Number of Customers:

Roosevelt Gardens
05118106

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc..

Tony Ellinger

System Type (collection, force main, lagoon, etc):
Location of System:

l..ocation of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by WWTF Operator:
Drinking Water Provider:

Collection, Package Plant

Hwy 601, Orangeburg County
West Columbia, SC

Biological Treament
SC0029645

Satisfactory

Daily - Operator Name: J. Russell Wright
Orangeburg DPU

Ins _ection Results
i System Components Inspected
_-T- Chlorinator

2 Other chemicals in use

3 Aerators present

L__4 Plant fenced and locked

5 Warning Signs Visible

6 Fence in good condition

7 Dikes in good condition

.....8" Odor non-existent or limited

9 Grass mowed

.10_ i Duckweed/Algae acceptable

11 ! Grease build.up acceptable

12 Plant free of debris

13 t Effluent Color acceptable

14 Lift Stations present

-Yes--- [-_I-o.... Comments

-X .... ....... --uq-u]-d injection ............................................................
-X_-- ........ _-'t_fat-e ........................... _ ........................

....................._--__--0-_-_ _ _e-r_,-m_ .....................................

N_--- -N-E-: .............................................................................

-_- ......... _;m-_ ap-_-&_iYe ...................................................
.......... ---

_--_---'-N_-- N-__ s-E£fo_ _ _ .......
15 Failure Warning System adequate

16 Electric Wiring adequate X _ I .................................................................. I

[ 18 i System free of overflows i X t - ,q-- ..........................................................................
................................................................... 4 ........ -_............... _l

i 19 _ Access road adequate _ i i .......................................................................... I

! 20 _, Abi [it_---yfor_ servi_ce ar_-e-a to e_pa_(] ,!X- ........-_ ...........-_-[]mi[-ed--ex_)ans]on_-pote-nt]aL-_e_v_e"-__des_I.... :

[...... _................................................ _ ........ ]........_ apa rtme nt_ssand__m_ed_!.ca[ ce_nnte[L...............................................

Additional Comments:

System was built in 1970's

Piping is ductile iron

Apartment Complex, owned by HUD, owns and maintains the collection system extending past the CWS fenced area
serving the customers,,

Grease build-up in system continues to be a problem. CWS routinely TV and jets mains.
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ORS WATER SYSTEM INSPECTION REPORT

EXHIBIT DMH-4

le~section Overview: Ston~eate
Date tnspected:
inspector Name:
Docket Number:
Utihty Name:
Utility Representative:
Number of Customers:
SyStem Type (thstdbutioci, well, etc):
Location of System:
l..ocation of Utility Office:
Treatment 'Type:
Permit ¹:
Last SC DMEC Compliance Rating:
Frequency checked by Licensed
Operator:
Wastewater Provider:

05/17/06
Dawn Hipp
2006-92-WS
Carohna V/ater Service, inc.
M. MitcheR/H. Elkins
131
Well system with storage
Richland County
V/est Columbia
ChtoFlnatlon
4050014
Satisfactory
Daily — Operator Name: Harry Elkins

Richland County

Ins ection Overview
System Components

inspected
Specific

Type
PSi Capacity Compliance

Yes

Comments

V/ell Sites
2 Pump Houses
3 Storage Tank

Bored
Varied

3 45 63 gpm X

Pressurized 1 X

3 wells, 1 inactive
Housekeeping good
1 10K tank. Tank to be
painted.

3a

+12
13

Storage Tank

Storage Tank
Chlorinator
Other Chemise Is in nse
Meters
Fire Hydrants
Etectrical Wiring acceptable
Piping acceptable

ater free of air
Water free of sand
Water ctarity
System free of leaks t
Water free of observed odor
Access road adequate
Ability for service area to
expand

Non-

Pressurized
Overhead

Yes
No

NA NA

NA NA

X
X

X

X

X

Potassium, softeners

Flushing only

Ins ection Testin Resutts

TR2

Water Quality Test
Type

I
I

Turbidity

Welt ¹3
1 JTU

Result

Weil ¹2
1 JTU

Comments

Additionat Comments:

EXHIBIT DMH-4

ORS WATER SYSTEM INSPECTION REPORT

Inspection Overview: Stone,ate
Date Inspected:

Inspector Name:
Docket Number':

Utility Name:

Utility Representative:
Number' of Customers:

System Type (distribution, well, etc):

Location of System:
Location of Utility Office:

Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by Licensed

Operator':
Wastewater Provider:

05117/06

Dawn Hipp
2006-92-WS

Carolina Water Service, Inc.
M. Mitchel[IH. Elkins

131

Well system with storage

Richtand County
West Columbia

Chlorination

4050014

Satisfactory

Daily - Operator Name: Harry Elkins

Richland County

Ins _ection Overview
System Components Specific

Inspected Type

I Well Sites Bored

2 Pump Houses Varied

3 Storage Tank Pressurized

3a

41

Storage Tank NON"

Pressurized

Storage Tank Overhead
Ch[onnator

Other Chemicals in use

61
_-.7 J. Fire Hydrants

Meters Yes

Electrical Wirin_ acceptable__8i
9 Piping acceptable
I0 Water' free of air

11

_12

Water free of sand

Water clarity

13 System free of leaks

_- Water free of observed odor

! 15 Access road adequate

_- Ability for service area to

expand

No

3_

3

i!

0

_0-

"-P--_-] Capacity .__C°mplianCeyesI No

45 | 63 gpm X
X

........................

NA I NA

NA I NA

X I :

__q ............

Comments

3 wells, I inactive

Housekeeping _ood
I IOK tank. Tank to be

painted.

Potassium, softeners

Flushing only

1

...................................T .......i
| .... ...... .............................................

....._L____", _._." __,....... ___
! X

i I i I i
i I _ 1

Ins )ectio n Testing!, Results
r _ Water Quality Test I Result T Comments ]
' ' Type !

} i i Well #3 [W-_Jl #2 1

TR1 [ Turbidity I 1 JTU I_J-TIJ I ]!._T_ Color 3 ...... i _ T J

Additional Comments:
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EXHIBIT DMH-4

ORS V/ASTEV/ATER SYSTEM INSPECTION REPORT

Collection, forced main, activated sludge process
Hwy 6, Lexington County
Nest Columbia, SC
Activated Sludge/Chlorination and dec.hlorination
SC0027162
t}nsatisfactory (03/29/05}
Daily — Operator Name: Mike Taylor
CWS (purchased water)

In~section Overview: V/atergate/Lan~din s
Date Inspected: 05/23/06
Inspector Name: Dawn Hipp

Docket Number; 2006-92-WS
Utility Name: Carohna Water Service, inc. ,

Utility Representative: Tony Etlinger

Number of Customers:
System 'Type (collection, force main, lagoon, etc}:
Location of System:
Location of Utility Office:
Treatment Type:
Permit /f:
l.ast SC. DHEC Comptiance Rating;
Frequency checked by WWTF Operator:
Drinking Water Provider:

Ins ection Results
System Components inspected
Chtorinator
Other chemicals in use

3 Aerators present
Plant fenced and locked

5 Warning Signs Visible
6 Fence in good condition
7 Dikes in good condition
8 Odor non-existent or hmited
9 Grass mowed

10 Duckweed/Algae acceptable
Grease build-up acceptable
Plant free of debris

13 Effluent Color acceptable

Lift Stations present

Failure Warning System adequate
Electric Wiring adequate
System free of leaks
System free of overflows

19 Access road adequate
Abihty for service area to expand

Yes

X

X

X

X

X

X

No

NA

NA

Comments
Chlorine gas
Sodium thiosulfate, pH and metal scavenger
Mixer and extended air

None observed

15 hft stations
Letts tanks

The Landings collection system has

System has mission syst. em.

Overflow in 2004 resuiting in Consent Order 05-095-W.
Fine paid.

DHEC moratorium on taps within subdivision

None
Static screen
No cotor even though plant upset with red worm

probtem

Addi tioflbl CGITTITtents:
EQ basin covered with floating tarp to eliminate odor .

Activated sludge plant with ah scrubbers and odor abatement system. .

Line repairs in Roihngwood subdivision due to Inflow/Infiltration issues
Variable speed pumps

20

EXHIBITDMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview:
Date Inspected:

Inspector Name:
Docket Number':

Utility Name:

Utility Representative:
Number of Customers:

Water_ate/Landinp__
05/23/06

Dawn ftipp
2006-92-WS

Carolina Water Service, lnc,,

Tony EI[inger

System 'Type (collection, force main, lagoon, etc):

Location of System:
Location of Utility Office:

Treatment Type:

Permit #:

Last SC DHEC Compliance Rating:

Frequency checked by WWTF Operator:

Drinking Water' Provider:

Collection, forced main, activated sludge process

Liwy 6, Lexington County

West Columbia, SC

Activated Sludge/Chlorination and dechlorination

SC0027162

Unsatisfactory (03129105)

Daily - Operator Name: Mike Taylor

C,WS (purchased water)

Ins Results
System Components Inspected

1 1 Chlorinator

Other chemicals in use

Aerators present
Plant fenced and locked

Warning Signs Visible

--_i Fence in good condition

.- _ I Dikes in good condition

......8_ Odor non.-existent or limited

-1_ Duckweed/Algae acceptable

--_- Grease build-up acceptable

Plant free of debris
_2 Effluent Color acceptable

14 Lift Stations present
!

I
1! Failure Warnin_ System adequate

Comments

X I Chlorine gas
X Sodium thiosulfate, pH and metal scavenger

Mixer and extended air

None observed

X

X

X

NA

X

NA

None

X Static screen

No color even though plant upset with red worm

t5 lift stations. The Landings collection system has

Letts tanks

System has mission system.

t_ Electric Wiring adequate , ,
i-171-_te-m- f re--eof- lea---ks.... __ X i- ..............] ...................................................................................................
_-.... +--------- ............................................................... _ ....... _- .......... v--z ................................. ]

i 18 System free of overflows _X i Overflow m 2004 resulting m Consent Order 05-O95-W,
i I /, i Fine paid. i

,r 19 _'Access road adequate | X ___' '_ i

[._20 i AbiUty for ser_'ce area toexpand .........................._L_ ..... 4 ........._ -D-H-EC-m°rat°num_°p-ta-ps--wl-th_l-subdiv's'0n- .............

[__._L ............................................................................I_ ____L__ ]_..............................................................................................

Additional Comments:
EQ basin covered with floating tarp to eliminate odor,

Activated sludge plant with air scrubbers and odor abatement system,.

Line repairs in Rollingwood subdivision due to Inflow/Infiltration issues

Variable speed pumps
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ORS VtASTEVtATER SYSTEM INSPECTION REPORT

In~section Overview: V/hite*s Creek/
Date inspected:
inspector Name:
Docket Number:
Utihty Name:
Utility Representative:
Number of Customers:
SyStem Type (couecuon, force main, iaroon, etc):
l..ocation of System:
Location of Utihty Office:
Treatment Type:
Permit /'f:

I, ast SC DHEC Comphance Rating:
Frequency checked by WSVF Operator:
Drinking Water Provider:

Lincolnshire
05/19/06
Dawn Hipp
2006-92-WS
Carohna Water Service, inc. .

Larry Carnish
265
Collection, forced main„activated sludge process
Waccamaw Rd, Georgetown County
West Columbia, SC
Activated Sludge/Chlorination and dechlorination
SC0030732
Unsatisfactory (02/08/05)
Daily Operator Name. i..ariy Carnish
Georgetown Co., Rural Comm. Water Dist„

Ins ection Results
System Components inspected
Chlorinator

2 Other chemicals in use
3 Aerators present
4 Plant fenced and locked
5 Warning Signs Visible

Fence in good condition
7 Dikes in good condition
8 Odor non existent or limited
9 Grass mowed

Yes
X

X

X
X
NA

No~ Comments
Chlorine gas

X
ivtixers and extended air in tank

NA

Slight odor prior to chlorination

10 Duckweed/Algae acceptable
11 Grease build-up acceptable
12 Plant free of debris
13 Effluent Color acceptable

14 Lift Stations present
15 Failure Warning System adequate

E/ectric Wiring adequate
System free of leaks
System free of overflows
Access road adequate

NA

X

NA

Slight grease cause by plant upset after rain event
/manual bar screen
Slightly cloudy caused by rain event and delay in sludge
removal.
2 hft stations - 1 w/grinder pump

,

' 20 Ability for service area to expand 50 taps available

Additional Cornrnents:
Discharges to Sand Pit creek
Plant was 1 week overdue on its sludge removal. . Average of 8600g of sludge removed/month.
Plant upset evident due to rain and sludge level. .

CWS is planning a 51..2 /yi upgrade if interconnection to Georgetown County fails
inflow/infiltration a large problem in service area due to original construction of system by developer in the 1960's,
CWS progresses on the i/i study and replacement of problem sections of main. Plant is severely impacted by rain and

storm water run-off.

EXHIBIT DMH-4

ORS WASTEWATER SYSTEM INSPECTION REPORT

Inspection Overview:
Date Inspected:

Inspector Name:
Docket Number:

Utility Name:
Utility Representative:
Number of Customers:

White's Creek/Lincolnshire

05119106

Dawn Hipp
2006-92.-WS
Carolina Water Service, Inc.,

Larry Carnish
265

System Type (collection, force main, lagoon,etc}:
f,ocation of System:
Location of Utility Office:
Treatment Type:
Permit #:

Last SC DHEC Compliance Rating:
Frequency checked by WWTF Operator:
Drinking Water Provider:

Cot|ection, forced main, activated sludge process
Waccamaw Rd, Georgetown County
West Columbia, SC
Activated Sludge/Chlorination and dechlorination
SC0030732
Unsatisfactory (02108105)
Daily- Operator Name: Larry Carnish
Georgetown Co., Rural Comm. Water Dist.

Ins )ection Results

, Chlorinator
' Other chemicals in useL i

3 I Aerators present
4 i Plant fenced and locked

.....5 1 ns Visible

o I Fence in good condition

_____[Dikes in good condition
8 I Odor non.existent or limited
q JGrass mowed

_ _____+

........................ Ye_-- _-mm-e_ ....................................................................System Components Inspected

_X___..... Ch_ori__n__e__gas_...................................................
X

X Mixers and extended air in tank
X
X

X
NA NA

X Slight odor prior to chlorination
X

...10j. Duckweed/Algae acceptable NA NA
11 I Grease build-up acceptable X Slight grease cause by plant upset after rain event

-12_ Plant free of debris X ................ Manual bar screen
-_| E-ff_en-t-Co-_c-e-ptable X ........... _-douc]y-c-_sed by rain event and delay in sludge

__ removal. ___ __
................. ..........................

'-I5-T __-ys-_-m-a-dequa te X ..................................................................
 n T6e- aTe--- W-..................................................................................................................

_--18]Svste-----mf--reeo--f-overf--[ows ......................................._-X.........." ...........................................................................................................i--_ ..................... _ ........................................................................................................................................
19 ) Access road adequate ___ i

_.2--_ Ability for service area to expand .[ X 50 taps available

Additional Comments:

Discharges to Sand Pit creek
Plant was I week overdue on its sludge removal Average of 8600_ of sludge removed/month.

Plant upset evident due to rain and sludge level,,
CWS is planning a $I .2 M upgrade if interconnection to Georgetown County fails
Inf[owllnfiltration a large problem in service area due to original construction of system by developer in the 1960's,
CWS progresses on the ili study and replacement of problem sections of main, Plant is severely impacted by rain and
storm water run-off..
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Exhibit C

BEFORE

THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-W/S

IN RE;

Application of Carolina Water Service,
Inc., for adjustment of rates and charges

for the provision of water and

sewer service.

REBUTTAL TESTIMONY

OF BRUCE T. HAAS

1 Q. ARE YOU THK SAME BRUCE T. HAAS THAT HAS PRKFILED DIRECT

TESTIMONY IN THIS CASE?

3 A. Yes, I am. ,

.5 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

PROCEEDING, MR. HAAS?

7 A. The purpose of my rebuttal testimony is to address the comments our customers

made during the night hearings in this matter.

10 Q. DO YOU HAVE ANY COMMENTS CONCERNING CUSTOMER TESTIMONY

12

13 A.

14

THAT CWS DOES NOT PROVIDE ADJUSTMENTS FOR WATER LEAKS AT

CUSTOMER PREMESIS?

Yes. A few customers at the night hearings stated that they were unable to obtain

an adjustment on their water bills from the Company when they experienced higher than

Exhibit C
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THE PUBLIC SERVICE COMMISSION OF
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DOCKET NO. 2006-92-W/S
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A.

Q.

A.

Q.

A.

ARE YOU THE SAME BRUCE

TESTIMONY IN THIS CASE?

Yes, I am..

T. HAAS THAT HAS PREFILED DIRECT

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS

PROCEEDING, MR. HAAS?

The purpose of my rebuttal testimony is to address the comments our customers

made during the night hearings in this matter.

DO YOU HAVE ANY COMMENTS CONCERNING CUSTOMER TESTIMONY

THAT CWS DOES NOT PROVIDE ADJUSTMENTS FOR WATER LEAKS AT

CUSTOMER PREMESIS?

Yes. A few customers at the night hearings stated that they were unable to obtain

an adjustment on their' water bills from the Company when they experienced higher than
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average water usage because of a leak or other unintended water loss. In the situations

that were described, CWS provided these customers with water it purchased from bulk

suppliers. By contract, CWS is required to pay for the water it receives from these

suppliers. While CWS does work with customers to assist in detecting leaks and advising

customers how to be aware of unintended water usage, CWS is not able to provide such

customers adjustments in situations of this type. If it were to do so, CWS would be

required to spread the cost of the purchased water that such customers cause to all of our

other customers. For instance, at the York County hearing, Mr. Robert Stuck testified that

he experienced a leak in his decorative pool, Mr. Stuck's bill during the relevant period

of time reflects that 262,900 gallons of water were metered at his premises during that

month. If the Company had allowed an adjustment to his bill, the approximate cost of

$857 to purchase that water from York County would have to be absorbed by the

Company. Therefore, the entire customer base would be forced to finance the cost

associated with an individual customer's leak or other unintended water usage. As I

understand it, Commission Regulation 103-742 places on customers the burden of

maintaining their service lines and plumbing so that any loss of water through leakage is

kept to a reasonably small amount. The Company's policy of not giving leak adjustments

is consistent with the Commission's regulation and recognizes the fact that "courtesy

adjustments" by the Company itself would result in water costs going unrecovered„

20

21 Q. DO YOU HAVE ANY COMMENTS CONCERNING THE AESTHETIC

22 QUALITY OF THE WATER PROVIDED BY CWS?
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average water usage because of a leak or other unintended water loss. In the situations

that were described, CWS provided these customers with water' it purchased from bulk

suppliers. By contract, CWS is required to pay for the water it receives from these

suppliers. While CWS does work with customers to assist in detecting leaks and advising

customers how to be aware of unintended water usage, CWS is not able to provide such

customer's adjustments in situations of this type. If it were to do so, CWS would be

required to spread the cost of the purchased water that such customer's cause to all of our'

other customer's. For instance, at the York County hearing, Mr'. Rober_ Stuck testified that

he experienced a leak in his decorative pool.. Mr. Stuck's bill during the relevant period

of time reflects that 262,900 gallons of water were metered at his premises during that

month. If the Company had allowed an adjustment to his bill, the approximate cost of

$857 to purchase that water from York County would have to be absorbed by the

Company.. Therefore, the entire customer base would be forced to finance the cost

associated with an individual customer's leak or other unintended water' usage. As I

understand it, Commission Regulation 103-742 places on customer's the burden of

maintaining their service lines and plumbing so that any loss of water through leakage is

kept to a reasonably small amount. The Company's policy of not giving leak adjustments

is consistent with the Commission's regulation and recognizes the fact that "courtesy

adjustments" by the Company itself would result in water costs going umecovered.

DO YOU HAVE ANY COMMENTS CONCERNING

QUALITY OF THE WATER PROVIDED BY CWS?

2

THE AESTHETIC
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Yes. First, let me say that many of the customers that complained about water

quality live in subdivisions where CWS purchases water from a bulk water supplier, One

of the reasons the Commission found to support bulk water arrangements in its Order No.

93-402 in Docket No. 91-641-W/S, which was a CWS rate case, was that elimination of

ground water would reduce aesthetic water quality complaints. . I believe that the number

of aesthetic water quality complaints has been reduced where we have bulk service

arrangements. In situations where the Company uses purchased water, CWS maintains

and operates the distribution system, and purchases the water from the bulk supplier.

CWS does not treat or filter the bulk water in these cases and, therefore, any quality

issues would originate with the bulk supplier. . When the Company does receive quality

complaints in these situations, CWS contacts the supplier in an effort to remedy the

problem.

In other circumstances, the customers' water is supplied from wells„As the

Commission is well aware, groundwater taken from wells can have mineral content

characteristics that often cause the water to be discolored and can result in deposits on

plumbing fixtures and appliances Discoloration can lead to staining of clothes, plumbing

fixtures and appliances. Filtration at the well and at the customer premises may alleviate

the problem, but these are high cost and high maintenance solutions for both the utility

and the customer.

20

21 Q. DO YOU HAVE ANY COMMENTS REGARDING COMMENTS MADE AT THE

22 HEARING HELD IN IRMO, SOUTH CAROLINA. ?
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Yes. First, let me say that many of the customers that complained about water

quality live in subdivisions where CWS purchases water' from a bulk water supplier. One

of the reasons the Commission found to support bulk water' arrangements in its Order No.

93-402 in Docket No. 91-641-W/S, which was a CWS rate case, was that elimination of

ground water would reduce aesthetic water quality complaints.. I believe that the number

of aesthetic water quality complaints has been reduced where we have bulk service

arTangements. In situations where the Company uses purchased water, CWS maintains

and operates the distribution system, and purchases the water from the bulk supplier.

CWS does not treat or' filter the bulk water in these cases and, therefore, any quality

issues would originate with the bulk supplier'.. When the Company does receive quality

complaints in these situations, CWS contacts the supplier in an effort to remedy the

problem.

In other circumstances, the customers' water is supplied from wells.. As the

Commission is well aware, groundwater taken from wells can have mineral content

characteristics that often cause the water' to be discolored and can result in deposits on

plumbing fixtures and appliances.. Discoloration can lead to staining of clothes, plumbing

fixtures and appliances. Filtration at the well and at the customer' premises may alleviate

the problem, but these are high cost and high maintenance solutions for both the utility

and the customer.

DO YOU HAVE ANY COMMENTS REGARDING COMMENTS MADE AT THE

HEARING HELD IN IRMO, SOUTH CAROLINA?
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l A. Yes, I do. One of our customers at this night hearing, Ms. Yvonne Ross, stated that there

was a sewage tank at the front entrance to the Stonegate subdivision, which contains

waste and "has at times an unbearable odor." While CWS does provide sewer collection

service for this area, Richland County is the bulk sewer provider for that subdivision and

the tank Ms. Ross referred to, is in fact owned and operated by Richland County.

Therefore, CWS does not have control over the tank in question.

8 Q. DOES THIS CONCLUDE YOURREBUTTAL TESTIMONY?

9 A. Yes, it does.

1

2

3

4

5

6

7

8

9

Ao

Q.

A.

Yes, I do. One of our customers at this night hearing, Ms. Yvonne Ross, stated that there

was a sewage tank at the front entrance to the Stonegate subdivision, which contains

waste and "has at times an unbearable odor." While CWS does provide sewer collection

service for' this area, Richland County is the bulk sewer provider for that subdivision and

the tank Ms. Ross referred to, is in fact owned and operated by Richland County.

Therefore, CWS does not have control over the tank in question.

DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

Yes, it does.
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OF
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1 Q. ARE YOU THE SAME STEVEN M. LUBERTOZZI WHO HAS CAUSED TO BE

PRE-FILED DIRECT TESTIMONY IN THIS PROCEEDING ON BEHALF OF

THE APPLICANT, CAROLINA WATER SERVICE, INC. ?

4 A. Yes, I am.

6 Q. WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

7 A. The purpose of my rebuttal testimony is to address certain comments our customers made

during the night hearings in this matter.

10 Q. MR. LUBKRTOZZI, WHAT IS THE COMPANY'S RESPONSE TO THE

12

13

14 A.

ASSERTION BY RIVER HILLS CUSTOMERS THAT THEIR RATES ARK

CURRENTLY "EXCESSIVE"AND THAT THE REQUEST FOR RATE RELIKF

SHOULD BE DENIED FOR THAT REASON?

The Commission should view this assertion in its proper context. The River Hills

Community Association complained for many years about the quality of the well water
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A.

ARE YOU THE SAME STEVEN M. LUBERTOZZI WHO HAS CAUSED TO BE

PRE-FILED DIRECT TESTIMONY IN THIS PROCEEDING ON BEHALF OF

THE APPLICANT, CAROLINA WATER SERVICE, INC.?

Yes, I am.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

The purpose of my rebuttal testimony is to address certain comments our customer's made

during the night hearings in this matter.

MR. LUBERTOZZI, WHAT IS THE COMPANY'S RESPONSE TO THE

ASSERTION BY RIVER HILLS CUSTOMERS THAT THEIR RATES ARE

CURRENTLY "EXCESSIVE" AND THAT THE REQUEST FOR RATE RELIEF

SHOULD BE DENIED FOR THAT REASON?

The Commission should view this asser_tion in its proper context. The River Hills

Community Association complained for many years about the quality of the well water
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that had been supplied since the inception of the system by the developer in 1977. As the

Commission is aware, groundwater taken from wells can have mineral content

characteristics that often cause the water to be discolored. This was the case in River

Hills, and, as a result, the customers and the River Hills Community Association began to

request that we obtain bulk water from a surface treatment source. The customers also

expressed a desire for the Company to eliminate the wastewater discharge into Lake

Wylie from our wastewater treatment plant in River Hills. At the time, York County had

not yet commenced construction of a county-wide system, but was willing to include bulk

service lines and mains to serve River Hills in its plans only if the Company would

purchase both bulk water and sewer. Therefore, in 1992, and at the urging of the River

Hills Community Association, the Company entered into an agreement to purchase bulk

water and sewer service from York County when it completed construction of its county-

wide water and sewer systems. This agreement was approved by the Commission on

July 10, 1992 in its Order Number 92-537 in Docket Number 92-123-W/S. , In fact, the

Commission has directed CWS to iinplement bulk water arrangements whenever

possible. In its Order No. 93-402, dated May 11, 1993, in Docket No. 91-641-W/S, the

Commission directed the Company "to take all necessary steps to enter into bulk water

arrangements", finding that it "anticipates that there will be no complaints about water

quality at future proceedings where a supply of water is available, "

20

21 Q. HAS THE RIVER HILLS COMMUNITY ASSOCIATION SUPPORTED THE

22 ARRANGEMENT WITH YORK COUNTY SINCE THAT TIME?
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thathadbeensuppliedsincetheinceptionof thesystemby thedeveloper'in 1977. As the

Commission is aware, groundwater taken from wells can have mineral content

characteristicsthat often causethe waterto be discolored. This was the casein River

Hills, and,asaresult,thecustomersandtheRiverHills CommunityAssociationbeganto

requestthat we obtainbulk water ft'oma surfacetreatmentsource. The customersalso

expresseda desire for' the Companyto eliminatethe wastewaterdischargeinto Lake

Wylie from ourwastewatertreatmentplant in Rivet'Hills. At thetime, York Countyhad

not yetcommencedconstructionof acounty-widesystem,butwaswilling to includebulk

service lines and mains to serveRiver Hills in its plansonly if the Companywould

purchasebothbulk waterandsewer. Therefore,in 1992,andat the urging of the River'

Hills CommunityAssociation,theCompanyenteredinto anagreementto purchasebulk

water'andsewer'serviceft'omYork Countywhenit completedconstructionof its county-

wide water and sewersystems. This agreementwasapprovedby the Commissionon

July 10, 1992in its Order'Number92-537in DocketNumber 92-123-W/S.In fact, the

Commission has directed CWS to implement bulk water' arTangementswhenever

possible. In its Order'No. 93-402,datedMay 11, 1993,in DocketNo. 91-641-W/S,the

Commissiondirectedthe Company"to take all necessarystepsto enterinto bulk water

arrangements",finding that it "anticipatesthat therewill be no complaintsaboutwater

quality atfutureproceedingswhereasupplyof wateris available."

Q* HAS THE RIVER HILLS COMMUNITY ASSOCIATION SUPPORTED THE

ARRANGEMENT WITH YORK COUNTY SINCE THAT TIME?

2
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Not on a consistent basis. After the interconnection was completed, the Company

applied to the Commission to put into effect in River Hills our previously approved tariff

provisions under which we reduce our rates, but add on and pass through, without

markup to our customers, the bulk charges imposed by governmental utility service

providers. Fven though it had urged the Company to interconnect with York County and

supported the agreement approved by the Commission in 1992, the River Hills

Community Association actually intervened in the 1996 proceeding when we sought to

implement the pass-through rate structure with respect to York County's bulk service

charges, When it became clear that the Company could be relieved of its obligations to

purchase surface treated water from York County if the Commission were to not approve

the pass-through rate structure in River Hills, and knowing what the rates would be if the

Company interconnected with York County yet desiring an interconnection for surface

water from York County, the River Hills Community Association, YMCA Camp

Thunderbird, and other customers withdrew their opposition. The application was

approved by the Commission in its Order Number 96-590, which was issued on August

26, 1996 in Docket Number 96-040-W/S. In its motion to withdraw its intervention, in

that docket, the River Hills Community Association acknowledged that the effect of the

York County pass-through would be a higher overall service bill, but indicated that it

preferred to have the bulk water service that the agreement between the Company and

York County insured,

21
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Ae Not on a consistent basis.. After the interconnection was completed, the Company

applied to the Commission to put into effect in River' Hills our previously approved tariff

provisions under which we reduce our' rates, but add on and pass through, without

markup to our customers, the bulk charges imposed by governmental utility service

providers. Even though it had urged the Company to interconnect with York County and

supported the agreement approved by the Commission in 1992, the River Hills

Community Association actually intervened in the 1996 proceeding when we sought to

implement the pass-through rate structure with respect to York County's bulk service

charges. When it became clear that the Company could be relieved of its obligations to

purchase surface treated water from York County if the Commission were to not approve

the pass-through rate structure in River Hills, and knowing what the rates would be if the

Company interconnected with York County yet desiring an interconnection for surface

water from York County, the River Hills Community Association, YMCA Camp

Thunderbird, and other customer's withdrew their opposition. The application was

approved by the Commission in its Order Number 96-590, which was issued on August

26, 1996 in Docket Number 96-040-W/S. In its motion to withdraw its intervention, in

that docket, the River Hills Community Association acknowledged that the effect of the

York County pass-through would be a higher overall service bill, but indicated that it

preferred to have the bulk water' service that the agreement between the Company and

York County insured.



1 Q. DID THAT RESOLVE THE MATTER WITH THE RIVER HILLS

3 A.
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COMMUNITY ASSOCIATION?

Unfortunately, no. In 1997, the River Hills Community Association and other

customers filed a complaint with the Commission seeking to have our rates reduced. We

defended against the complaint, in part on the grounds that the complainants had all been

well aware of the rate structure when the Company's agreement with York County was

approved by the Commission in 1992 and when the rate structure was implemented in

1996. The Commission issued two orders in the 1997 complaint case in which it did not

find that our rates were unjust or unreasonable. The Commission did, however, direct us

to cap sewer charges for residential customers in River Hills at 10,500 gallons of water

consumed on a monthly basis. The Commission found, based upon the arguments

advanced by the customers, that much of the water that they consumed was not returned

to the wastewater treatment system but was dispersed in the course of various outdoor

activities —primarily landscaping imgation

1.5 Q. WHAT HAPPENED AFTER THAT?

16 A.

17

19
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We appealed the Commission's orders to the Circuit Court and continued to

charge the previously approved rates under bond. The case was ultimately settled while

on appeal. In its Order Number 1999-245 in Docket Number 97-464-W/S dated April 2,

1999, the Commission rescinded its prior two orders requiring a sewer rate cap. In

exchange, the Company agreed to permanently waive plant impact and connection f'ees

totaling $500 for any residential customer in River Hills Subdivision that desired to

install an imgation mete~. We also agreed to provide the irrigation meter to the customer
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A.

Q.

A.

DID THAT RESOLVE THE MATTER WITH THE RIVER HILLS

COMMUNITY ASSOCIATION?

Unfortunately, no. In 1997, the River Hills Community Association and other

customers filed a complaint with the Commission seeking to have our rates reduced. We

defended against the complaint, in part on the grounds that the complainants had all been

well aware of the rate structure when the Company's agreement with York Cotmty was

approved by the Commission in 1992 and when the rate structure was implemented in

1996. The Commission issued two orders in the 1997 complaint case in which it did not

find that our' rates were unjust or' umeasonable The Commission did, however', direct us

to cap sewer charges for' residential customer's in River Hills at 10,500 gallons of water

consumed on a monthly basis. The Commission found, based upon the arguments

advanced by the customers, that much of the water that they consumed was not returned

to the wastewater treatment system but was dispersed in the course of various outdoor

activities - primarily landscaping irrigation

WHAT HAPPENED AFTER THAT?

We appealed the Commission's orders to the Circuit Court and continued to

charge the previously approved rates under bond. The case was ultimately settled while

on appeal. In its Order Number 1999-.245 in Docket Number 97-464-W/S dated April 2,

1999, the Commission rescinded its prior two orders requiring a sewer rate cap. In

exchange, the Company agreed to permanently waive plant impact and connection fees

totaling $500 for any residential customer' in River Hills Subdivision that desired to

install an irrigation meter. We also agreed to provide the irrigation meter to the customer

4



at no charge and to provide a meter box at our cost„Under the terms of this settlement,

customers are responsible for installation of the meters.

4 Q. IN ADDITION TO THK SAVINGS THAT CUSTOMERS REALIZE FROM NOT

8 A.

10

12

14

HAVING TO PAY THE PLANT IMPACT FEE, THE CONNECTION FEE, AND

THK COST OF A METER, DID THK CUSTOMERS IN RIVER HILLS REALIZE

ANY OTHER BENEFITS FROM THIS SETTLEMKNT?

Yes, As the Commission pointed out in its order, the settlement provided

customers an opportunity to reduce their sewerage charges by reducing water

consumption through their regular residential meter. , In addition to these benefits, under

the terms of the 1992 bulk service agreement between the Company and York County, a

tap fee cannot be charged by York County for installation of an irrigation meter in River

Hills. So, in effect, for the cost of having a meter installed, the customers in River Hills

can greatly reduce their sewer bills.

15

16 Q. WAS RIVER HILLS COMMUNITY ASSOCIATION ALLOWED TO HAVE

17

18 A.
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INPUT INTO THE TERMS OF THIS SETTLEMKNT?

Absolutely. It was represented by counsel and the settlement was submitted to the

Association for its review —even though it was not a party to the appeal. , In fact, Mr. , Bob

Harrington, who was then the Director of Utilities for River Hills Community

Association, submitted comments to the Commission regarding the terms of the

settlement which were incorporated therein.
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at no charge and to provide a meter box at our cost.. Under the terms of this settlement,

customers are responsible for installation of the meters.

IN ADDITION TO THE SAVINGS THAT CUSTOMERS REALIZE FROM NOT

HAVING TO PAY THE PLANT IMPACT FEE, THE CONNECTION FEE, AND

THE COST OF A METER, DID THE CUSTOMERS IN RIVER HILLS REALIZE

ANY OTHER BENEFITS FROM THIS SETTLEMENT?

Yes_. As the Commission pointed out in its order', the settlement provided

customers an opportunity to reduce their sewerage charges by reducing water

consumption through their' regular residential meter.. In addition to these benefits, under

the terms of the 1992 bulk service agreement between the Company and York County, a

tap fee cannot be charged by York County for installation of an ir_igation meter' in River'

Hills. So, in effect, for the cost of having a meter' installed, the customers in River Hills

can greatly reduce their sewer' bills.

WAS RIVER HILLS COMMUNITY ASSOCIATION ALLOWED TO HAVE

INPUT INTO THE TERMS OF THIS SETTLEMENT?

Absolutely. It was represented by counsel and the settlement was submitted to the

Association for its review - even though it was not a party to the appeal In fact, Mr._ Bob

Har_ington, who was then the Director

Association, submitted comments to the

settlement which were incorporated therein.

of Utilities for' River Hills Community

Commission regarding the terms of the



2 Q. GIVEN THIS EXTENSIVE HISTORY, IN YOUR OPINION, SHOULD THK

COMMISSION TAKE INTO ACCOUNT THK CUSTOMERS' COMPLAINTS

THAT RATES ARE TOO HIGH?

.S A. In the complaint proceedings I mentioned earlier, a number of organizations we serve in

10

12

1.3

14

1.S

17

York County, including RHCA, complained that our service rates were too high and

should be reduced by the Commission. In fact, the Commission, in Order Number 98-

384, acknowledged the Staff s testimony that the increase in service rates was attributable

to York County's increase in bulk rates. The Commission effectively rejected RHCA's

claim in that regard since it never ordered any change in our service rates in any of the

orders in that docket. In the 2000 rate case and again in our last rate case, RHCA and

individual River Hills customers again asserted that the Company's rates were "too high"

to justify an increase and the Commission, again, did not accept that argument, . It should

reject that argument again There is no basis for denying rate relief simply because

customers think rates are too high. And, given the impact of York County bulk rates,

reliance upon subjective customer comments to determine the Commission's decision

would not result in a determination of just and reasonable rates.

19 Q. SEVERAL CUSTOMERS STATED TO THK COMMISSION THAT THE

20

21

COMPANY'S RATES ARE OUT OF PROPORTION TO RATKS THAT THEY

ARE CHARGED IN OTHER JURISDICTIONS; WOULD YOU PLEASE

COMMENT ON THAT?
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Q.

GIVEN THIS EXTENSIVE HISTORY, IN YOUR OPINION, SHOULD THE

COMMISSION TAKE INTO ACCOUNT THE CUSTOMERS' COMPLAINTS

THAT RATES ARE TOO HIGH?

In the complaint proceedings I mentioned earlier, a number of organizations we serve in

York County, including RHCA, complained that our service rates were too high and

should be reduced by the Commission.. In fact, the Commission, in Order Number' 98-

384, acknowledged the Staff's testimony that the increase in sepcice rates was attributable

to York County's increase in bulk rates. The Commission effectively rejected RHCA's

claim in that regard since it never' ordered any change in our service rates in any of the

orders in that docket. In the 2000 rate case and again in our last rate case, RHCA and

individual River Hills customers again asserted that the Company's rates were "too high"

to justify an increase and the Commission, again, did not accept that argument., It should

reject that argument again.. There is no basis for' denying rate relief simply because

customers think rates are too high. And, given the impact of York County bulk rates,

reliance upon subjective customer comments to determine the Commission's decision

would not result in a determination of just and reasonable rates.

SEVERAL CUSTOMERS STATED TO THE COMMISSION THAT THE

COMPANY'S RATES ARE OUT OF PROPORTION TO RATES THAT THEY

ARE CHARGED IN OTHER

COMMENT ON THAT?

JURISDICTIONS; WOULD YOU PLEASE
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Yes. We do not believe that it would be appropriate for the Commission to set

our rates based upon what some other entity may have charged to a customer. Fven were

it appropriate, the Commission has no real basis upon which to make the necessary

comparison in this case. For example, many of the customers commenting failed to state

whether the other entities from whom they had purchased utility services were

governmental or private in nature. This makes a tremendous difference since

governmental entities have the ability to raise "cost-free" revenue by way of property

taxes. And, to the extent that they have to borrow money, most governmental entities

having bonding capacity which allows them to acquire debt capital at a much lower cost

than that which a private entity incurs in commercial capital markets. Also,

governmental entities have no obligation to their shareholders to make a profit, nor do

they pay any taxes. . So, rates charged by governmental entities should be lower than

those of a private entity. Also, the Commission has no frame of reference regarding the

customer's usage patterns in other locations or the proximity of service sources to the

customer' s., Some of these customers may have been served by a governmental entity

whose facilities were in close proximity to the customer base. .

17

18 Q. WHY DOES THE PROXIMITY OF THE SERVING FACILITIES TO THE

19 CUSTOMER BASE HAVE A BEARING?

20 A.

21

22

If you can reduce the distance between the service point and the service source,

the underlying capital costs associated with transportation of water and sewer are

lowered. You can see the cause and effect component of this in the current bulk service
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Yes. We do not believe that it would be appropriate for the Commission to set

our' rates based upon what some other entity may have charged to a customer'. Even were

it appropriate, the Commission has no real basis upon which to make the necessary

comparison in this case. For' example, many of the customers commenting failed to state

whether the other entities from whom they had purchased utility services were

governmental or' private in nature. This makes a tremendous difference since

governmental entities have the ability to raise "cost-flee" revenue by way of property

taxes. And, to the extent that they have to borrow money, most governmental entities

having bonding capacity which allows them to acquire debt capital at a much lower cost

than that which a private entity incurs in commercial capital markets. Also,

governmental entities have no obligation to their shareholders to make a profit, nor do

they pay any taxes.. So, rates charged by goveInmental entities should be lower than

those of a private entity. Also, the Commission has no flame of reference regarding the

customer's usage patterns in other' locations or the proximity of service sources to the

customer's.. Some of these customers may have been served by a governmental entity

whose facilities were in close proximity to the customer' base._

WHY DOES THE PROXIMITY OF THE SERVING FACILITIES TO THE

CUSTOMER BASE HAVE A BEARING?

If you can reduce the distance between the service point and the service source,

the underlying capital costs associated with transportation of water and sewer' are

lowered. You can see the cause and effect component of this in the current bulk service

7



arrangement that the Company has with York County. York County gets its water from

the City of Rock Hill facilities and gets its sewer treatment from the City of Rock Hill

facility. The Company in turn gets its bulk service from York County for both water and

sewer. So, both the incoming water and the outgoing se~er have to travel quite a

distance. This is one of the reasons that York County's bulk rates to the Company are as

high as they are.

8 Q. DO YOU HAVE ANY COMMENTS REGARDING MR. DON LONG'S

10

ASSERTION THAT THK RATES CHARGED TO THE RIVER HILLS

CUSTOMERS ARE "SUBSIDIZING THE REMAINDER OF THE [CWS]

WATER AND SEWER SYSTEMS ACROSS SOUTH CAROLINA" ?

12 A. Yes, I do. This is simply an inaccurate statement. In 1997, the River Hills Community

1:3

14

15

16

17

19

20

Association and others filed a complaint case in which one of the primary points that the

Company made was that the River Hills system was part of a statewide system. In fact,

in his testimony in that proceeding, then Commission Deputy Executive Director Walsh

agreed with the Company and stated that the Company's system is a statewide system

Moreover, the Commission's regulations adopting the Uniform System of Accounts for

water and sewer utilities, which are R. 103,517 and R. 103-719, do not provide for

accounting of systems on a subdivision or county franchise area basis. The Company has

never accounted for the River Hills system except as part of our statewide system.

21

22 Q. MR. LUBERTOZZI, WHAT WOULD HAPPEN IF THE COMMISSION WERE
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A.

Q.

arTangement that the Company has with York County. York County gets its water from

the City of Rock Hill facilities and gets its sewer treatment from the City of Rock Hill

facility. The Company in turn gets its bulk service fiom York County for' both water and

sewer. So, both the incoming water and the outgoing sewer have to travel quite a

distance. This is one of the reasons that York County's bulk rates to the Company are as

high as they are.

YOU HAVE ANY COMMENTS REGARDING MR. DON LONG'S

ASSERTION THAT THE RATES CHARGED TO THE RIVER HILLS

CUSTOMERS ARE "SUBSIDIZING THE REMAINDER OF THE [CWS]

DO

WATER AND SEWER SYSTEMS ACROSS SOUTH CAROLINA"?

Yes, I do. This is simply an inaccurate statement. In 1997, the River Hills Community

Association and others filed a complaint case in which one of the primary points that the

Company made was that the River' Hills system was part of a statewide system In fact,

in his testimony in that proceeding, then Commission Deputy Executive Director Walsh

agreed with the Company and stated that the Company's system is a statewide system.

Moreover, the Commission's regulations adopting the Uniform System of Accounts for

water and sewer' utilities, which are R. 103.517 and R. 103-719, do not provide for

accounting of systems on a subdivision or county franchise area basis. The Company has

never' accounted for the River Hills system except as par_ of our' statewide system.

MR. LUBERTOZZI, WHAT WOULD HAPPEN IF THE COMMISSION WERE

8



TO REGULATE THE COMPANY AND SET RATES ON A SUBDIVISION OR

GEOGRAPHIC BASIS?

3 A. To do so would mean that uniform rates would have to be abandoned. This, in turn,

would lead to chaos for the Commission, ORS, the customers and the Company. If each

subdivision or other geographic area served by the Company had to be accounted for and

have its rates set based solely upon facilities serving that area, rate base would have to be

established in each such subdivision or area, which would be a monumental and

expensive task.

10
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Even assuming that ORS could obtain such original cost information for the facilities

serving distinct subdivisions or geographical areas, it would then have to determine what

rates would be charged to the customer groups served by these facilities. This would be a

Herculean effort that would lead to wildly disparate rates among various groups of

customers and different rates in just about every area. , For those customers served by

newer facilities, the rates would increase dramatically, while customers served by older

facilities would see much lower rates. In addition to the significant dissatisfaction that

would be expressed by customers in the areas in which rates would increase, the time and

effort demanded of the Commission and ORS to administer rate structures that would be

different for each such area would increase significantly. lt is likely that the Company

would also have to employ additional personnel to deal with differing rate structures for

each such area. The Commission, ORS and the Company would constantly be subjected

to customer demands that the rates in higher cost areas be adjusted to the levels of the
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TO REGULATE THE COMPANY AND SET RATES ON A SUBDIVISION OR

GEOGRAPHIC BASIS?

To do so would mean that uniform rates would have to be abandoned. This, in turn,

would lead to chaos for the Commission, ORS, the customers and the Company. If each

subdivision or other geographic area served by the Company had to be accounted for and

have its rates set based solely upon facilities serving that area, rate base would have to be

established in each such subdivision or area, which would be a monumental and

expensive task.

Even assuming that ORS could obtain such original cost information for the facilities

serving distinct subdivisions or geographical areas, it would then have to determine what

rates would be charged to the customer groups served by these facilities. This would be a

Herculean effort that would lead to wildly disparate rates among various groups of

customers and different rates in .just about every area. For those customers served by

newer facilities, the rates would increase dramatically, while customer's served by older

facilities would see much lower rates. In addition to the significant dissatisfaction that

would be expressed by customers in the areas in which rates would increase, the time and

effort demanded of the Commission and ORS to administer rate structures that would be

different for each such area would increase significantly.. It is likely that the Company

would also have to employ additional personnel to deal with differing rate structures for

each such area. The Commission, ORS and the Company would constantly be subjected

to customer' demands that the rates in higher cost areas be adjusted to the levels of the

9



Company's customers in lower cost areas.

3 Q. DO YOU HAVE ANY COMMENTS REGARDING MR. LONG'S REQUEST FOR

5 A.

10

12

13

1.5

16

17

18

19

20

21

FINANCIAL DATA ON A SIJBDIVISION BASIS?

Yes, I do. ORS transmitted to the Company a request fiom third parties for

financial data regarding only the River Hills subdivision in late 2005, some three months

before any rate case was filed. However, the Company was not aware of any request for

financial data for each subdivision served by the Company until approximately May 8,

2006, when the Company received a copy of the petition of the York County delegation,

Additionally, I respectfully submit that the Company is under no obligation to

provide such documentation in this matter. The parties of record in this case have not

presented, nor sought to present, evidence pertaining to the establishment of rates by

subdivision as discussed by Mr. , Long and others. Although certain customers and third

parties have asserted that, prior to the rate case, they requested information from CWS

regarding the Company's return on rate base for the Riverhills System through ORS,

those customers and the third parties are not parties of record in this case. As the

Commission is aware, some of these customers and third parties also erroneously asserted

at a night hearing in this matter that the information they sought prior to the rate case

filing was requested through the Commission and those customers and third parties

unfairly and improperly criticized and threatened the Commission in connection with that

assertion.
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Company's customers in lower cost areas.

DO YOU HAVE ANY COMMENTS REGARDING MR. LONG'S REQUEST FOR

FINANCIAL DATA ON A SUBDIVISION BASIS?

Yes, I do. ORS transmitted to the Company a request fiom third parties for.

financial data regarding only the River' Hills subdivision in late 2005, some three months

before any rate case was filed. However', the Company was not aware of any request for

financial data for' each subdivision served by the Company until approximately May 8,

2006, when the Company received a copy of the petition of the York County delegation.

Additionally, I respectfully submit that the Company is under no obligation to

provide such documentation in this matter'. The parties of record in this case have not

presented, nor' sought to present, evidence pertaining to the establishment of rates by

subdivision as discussed by Mr'_ Long and others. Although certain customer's and third

parties have asserted that, prior to the rate case, they requested information from CWS

regarding the Company's return on rate base for' the Riverhills System through ORS,

those customers and the third parties are not parties of record in this case. As the

Commission is aware, some of these customers and third parties also erroneously asserted

at a night hearing in this matter that the information they sought prior to the rate case

filing was requested through the Commission and those customers and third parties

unfaMy and improperly criticized and threatened the Commission in connection with that

assertion.

10



Moreover, I would note that the Company does not have in its possession

documents which would provide the information in the format requested by the Riverhills

customers. Because CWS applies its rate revenues to its statewide facilities that are used

and useful in providing water and sewer service in some ten (10) different counties and

ninety six (96) residential subdivisions, CWS maintains records on a statewide basis,

This manner and method of accounting for our systems is in compliance with the South

Carolina Supreme Court's decision in Au ust Kohn and Co. Inc. v. Public Service

Commission and Carolina Water Service inc. Nor is CWS aware of any regulation of

10

the Commission which requires that it maintain records in a manner which would require

recordation of the information sought by the Riverhills customers.

12 Q. WHAT IS YOUR OPINION OF MR. I,ONG'S FINANCIAL ASSESSMENT OF

13

14 A.

15

17

18

19

20

21

22

THE SYSTEM SERVING THE RIVER HILLS SUBDIVISION?

Mr. Long stated at the night hearing that he developed what he believed was a

"reasonable and supportable set of conclusions about the status of water and sewer

service in the Lake Wylie Franchise district, including what appears to be the proposed

rate base rate of return for CWS within this District. " He states the data sources he used

are the CWS application in this docket, CWS's York County property tax bill, the map of

Lake Wylie Franchise District boundaries, counts of the number of homes in subdivisions

served by CWS, water and sewer schedules from other water and sewer providers, and a

sampling of bills for CWS's water and sewer service in this district, As a result of that

analysis, Mr. Long states that CWS is earning a rate of return on rate base of

11
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Moreover, I would note that the Company does not have in its possession

documents which would provide the information in the format requested by the Riverhills

customers. Because CWS applies its rate revenues to its statewide facilities that are used

and useful in providing water and sewer service in some ten (10) different counties and

ninety six (96) residential subdivisions, CWS maintains records on a statewide basis.

This manner and method of accounting for our systems is in compliance with the South

Carolina Supreme Court's decision in August Kohn and Co., Inc. v. Public Service

Commission and Carolina Water' Service, Inc. Nor is CWS aware of any regulation of

the Commission which requires that it maintain records in a manner' which would require

recordation of the information sought by the Riverhills customers.

WHAT IS YOUR OPINION OF MR. LONG'S FINANCIAL ASSESSMENT OF

THE SYSTEM SERVING THE RIVER HILLS SUBDIVISION?

Mr. Long stated at the night hearing that he developed what he believed was a

"reasonable and supportable set of conclusions about the status of water and sewer

service in the Lake Wylie Franchise district, including what appears to be the proposed

rate base rate of return for' CWS within this District." He states the data sources he used

are the CWS application in this docket, CWS's York County property tax bill, the map of

Lake Wylie Franchise District boundaries, counts of the number of homes in subdivisions

served by CWS, water and sewer schedules from other water and sewer providers, and a

sampling of bills for CWS's water and sewer service in this district. As a result of that

analysis, Mr'. Long states that CWS is earning a rate of return on rate base of

11



approximately 39% for the Lake Wylie Franchise District, Simply put, the assessment is

wholly inaccurate. ,

4 Q. WHY DO YOU BELIEVE HIS ANALYSIS IS iNACCURATE?

5 A.

10

12

1,3

14

15

16

17

First, Mr. Long states that he utilized the CWS application in formulating this

assessment. , As I discussed earlier, CWS is not required, it is not feasible, and the

Commission has declined to require the Company to maintain its financial records on a

subdivision basis. Simply using the information included in the application cannot

account for the difference in assets and expenses for each system. As well, Mr. Long, in

his own testimony, stated that he utilized the South Carolina Department of Revenue's

property tax valuation. The depreciated plant in service shown on that form reflects tax

depreciation and, it should be readily apparent that the calculated depreciation f'or tax

purposes is much greater than regulatory depreciation. Therefore, Mr. Long's

calculations significantly undervalue the plant serving the River Hills subdivision, in

turn, directly inflating his assessment of the relative earnings of that system, Such

inaccurate estimations cannot be seriously considered for regulatory rate making

purposes and should be dismissed by the Commission.

19 Q. DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

20 A. Yes, it does. ,
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approximately 39% for the Lake Wylie Franchise District Simply put, the assessment is

wholly inaccurate

WHY DO YOU BELIEVE HIS ANALYSIS IS INACCURATE?

First, Mr'. Long states that he utilized the CWS application in formulating this

assessment. As I discussed earlier, CWS is not required, it is not feasible, and the

Commission has declined to require the Company to maintain its financial records on a

subdivision basis. Simply using the information included in the application cannot

account for the difference in assets and expenses for' each system. As well, Mr'. Long, in

his own testimony, stated that he utilized the South Carolina Department of Revenue's

property tax valuation. The depreciated plant in service shown on that fi3im reflects tax

depreciation and, it should be readily apparent that the calculated depreciation for tax

purposes is much greater than regulatory depreciation. Therefore, Mr. Long's

calculations significantly undervalue the plant serving the River' Hills subdivision, in

turn, directly inflating his assessment of the relative earnings of that system.. Such

inaccurate estimations cannot be seriously considered for regulatory rate making

purposes and should be dismissed by the Commission.

DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

Yes, it does

12



Exhibit E

BEFORE

THK PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS

Application of Carolina Water Service, )
Inc. for adjustment of rates and charges )
for the provision of water and )
sewer service. , )

SETTLEMENT TESTIMONY
OF CONVERSE A.. CHELLIS, III

1 Q. PLEASE STATE YOURNAMK, OCCUPATION AND BUSINESS ADDRESS.

My name is Converse A. Chelhs, III. I am a Certified Public Accountant ("CPA")

and a principal in and the Director of Litigation Services and Property Tax Services for

Gamble Givens k Moody, LLC, a public accounting Arm with offices in Charleston, Kiawah

Island, and Summerville, South Carolina. My office is located at 133 East First North Street,

Suite 9, Summerville, South Carolina 29483.

7 Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

10

12

In 1965, I graduated from The Citadel, The Military College of South Carolina with a

bachelor's degree in business administration. I also have completed graduate level courses in

accounting at the University of Georgia. In addition, I have had a minimum of forty (40)

hours of continuing professional education {"CPE")each year since 1969, for a total of at

least 1,440 total CPE hours.
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THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS
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INRE:

Application of Carolina Water Service,

Inc. for' adjustment of rates and charges

for the provision of water and

sewer' service..

SETTLEMENT TESTIMONY

OF CONVERSE A. CHELLIS, III

Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

A° My name is Converse A. Chellis, ]3I. I am a Certified Public Accountant ("CPA")

and a principal in and the Director of Litigation Ser-cices and Property Tax Services for

Gamble Givens & Moody, LLC, a public accounting firm with offices in Charleston, Kiawah

Island, and Summerville, South Carolina. My office is located at 133 East First North Street,

Suite 9, Summerville, South Carolina 29483.

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

A, In 1965, I graduated from The Citadel, The Military College of South Carolina with a

bachelor's degree in business administration. I also have completed graduate level courses in

accounting at the University of Georgia. In addition, I have had a minimum of forty (40)

hours of continuing professional education ("CPE") each year since 1969, for a total of at

12 least 1,440 total CPE hours.



1 Q. PLEASE DESCRIBE YOUR WORK HISTORY AND PROFESSIONAL

EXPERIENCE PRIOR TO YOUR CURRENT POSITION.

3 A., Upon graduation from The Citadel in 1966, I served in the United States Air Force

and was assigned to the Auditor General's staff, In 1969, I joined Touche Ross (now

Deloitte and Touche) and was a senior accountant. I formed Chellis and Chellis in 1972, and

have been a name partner and managing partner in several accounting firms until 1998. In

1999,I merged my firm with Gamble Givens 4, Moody, where I am a principal and Director

of Litigation Services.

9 Q. ARE YOU A MEMBER OF ANY PROFESSIONAL ASSOCIATIONS?

10 A. Yes. I am a member of the American Institute of Certified Public Accountants

13

("AICPA"). From 1983-1985, I served on AICPA's continuing education executive

committee, and in 1985 I served on the AICPA council.

I am also a member of the South Carolina Association of Certified Public

Accountants ("SCACPA"). I served as Vice-President of the SCACPA's Coastal Chapter in

1977-78 and as President in 1978-79. In 1985 I served as the State President of' the

19

20

21

SCACPA, having previously served on the state level as Vice-President, Secretary/Treasurer,

and Director. I have also been Chairman of the SCACPA's Committee on Continuing

Professional Education, Chairman and trustee for the SCACPA's educational fund, and

Chairman of the SCACPA's Committee on Cooperation with Governmental Agencies.

From 1986-1994,I was a member of the State Board ofAccountancy, where I served

as Secretary/Treasurer fiom 1988-1990and Chairman fiom 1990-1993.
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Q.
PLEASE DESCRIBE YOUR WORK HISTORY AND PROFESSIONAL

EXPERIENCE PRIOR TO YOUR CURRENT POSITION.

Upon graduation flora The Citadel in 1966, I served in the United States Air Force

and was assigned to the Auditor General's staff, In 1969, I joined Touche Ross (now

Deloitte and Touche) and was a senior accountant. I formed Chellis and Chellis in 1972, and

have been a name partner and managing partner in several accounting firms until 1998. In

1999, I merged my firm with Gamble Givens & Moody, where I am a principal and Director

of Litigation Services.

ARE YOU A MEMBER OF ANY PROFESSIONAL ASSOCIATIONS?

I am a member of the American Institute of Certified Public Accountants

From 1983-1985, I served on AICPA's continuing education executive

Yes.

("AICPA")

committee, and in 1985 I served on the AICPA council.

I am also a member of the South Carolina Association of Certified Public

Accountants ("SCACPA"). I served as Vice-President of the SCACPA's Coastal Chapter in

1977-78 and as President in 1978-79. In 1985 I served as the State President of the

SCACPA, having previously served on the state level as Vice-President, Secretaiy/Treasurer,

and Director_. I have also been Chairman of the SCACPA's Committee on Continuing

Professional Education, Chairman and trustee for' the SCACPA's educational fund, and

Chairman of the SCACPA's Committee on Cooperation with Governmental Agencies.

From 1986-1994, I was a member' of the State Board of Accountancy, where I served

as Secretary/Treasurer from 1988-1990 and Chairman from 1990-1993.



From 1982-1998,I was a member of Accounting Firms Associates, Inc. I am also a

past member of the American Society of Appraisers and a current member of the American

College of Forensic Examiners. In addition, I am a past associate in the Municipal Finance

Officers Association, and I have held various offices in the National Association of

Accountants. I am also active in the peer review process, which involves examination ofthe

work of other accountants and accounting firms to assure that quality controls are being

applied in conformance with the Quality Control Standards adopted by the AICPA.

8 Q. HAVE YOU EVER GIVEN ANY PRESENTATIONS TO OTHER ACCOUNTANTS

OR AUDITORS?

10 A.

12

Yes. I have been a speaker and an instructor for the accounting profession on a

number of accounting topics, including topics related to generally accepted accounting

principles ("GAAP").

13 Q. HAVE YOU EVER BEEN QUALIFIED AS AN EXPERT WITNESS IN A SOUTH

14 CAROLINA COURT?

15 A.

16

17

Yes. I have been qualified as an expert witness in both the circuit and family courts

of South Carolina. I have also given testimony before this Commission and other

administrative agencies. .

18 Q. WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

19 A.

20

21

The purpose of my settlement testimony is to support the adoption of the Settlement

Agreement reached between Carolina Water Service, Inc. , or "CWS",and the South Carolina

Office of Regulatory Staff, or "ORS", in this case.
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From 1982-1998, I was a member of Accounting Firms Associates, Inc. I am also a

past member of the American Society of Appraisers and a current member' of the American

College of Forensic Examiners. In addition, I am a past associate in the Municipal Finance

Officer's Association, and I have held various offices in the National Association of

Accountants. I am also active in the peer review process, which involves examination of the

work of other accountants and accounting firms to assure that quality controls are being

applied in conformance with the Quality Control Standards adopted by the AICPA.

HAVE YOU EVER GIVEN ANY PRESENTATIONS TO OTHER ACCOUNTANTS

OR AUDITORS?

Yes. I have been a speaker' and an instructor for' the accounting profession on a

number of accounting topics, including topics related to generally accepted accounting

principles ("GAAP").

HAVE YOU EVER BEEN QUALIFIED AS AN EXPERT WITNESS IN A SOUTH

CAROLINA COURT?

Yes I have been qualified as an expert witness in both the circuit and family courts

of South Carolina. I have also given testimony before this Commission and other

administrative agencies..

WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

The purpose of my settlement testimony is to support the adoption of the Settlement

Agreement reached between Carolina Water Service, Inc., or "CWS", and the South Carolina

Office of' Regulatory Staff, or "ORS", in this case.



1 Q. IN YOUR OPINION, IS THK SETTLKMKNT AGREEMENT A REASONABLE

MEANS OF RESOLVING THE ISSUES IN THIS CASK?

3 A. Yes, it is.

4 Q. WHAT IS THK BASIS FOR YOUR OPINION IN THIS REGARDS

5 A.

10

14

17

18

19

I have several reasons for believing that the Settlement Agreement is a reasonable

means by which to resolve the disputed issues in this case. First, one of the statutory duties

of ORS is to facilitate the resolution of disputed issues involving matters within the

jurisdiction of the Commission. I think it incumbent upon the other parties in cases before

the Commission, which in this proceeding is only CWS, to work with ORS in good faith in

an attempt to reach a settlement I believe that the Settlement Agreement reflects a good

faith effort on the part of ORS and CWS to meet their respective obligations in that regard.

Second, and as Dr. Skelton mentions in his testimony in support of the Settlement

Agreement, capital markets recognize the value of settlements in ratemaking cases.

Additional investment resulting from favorable capital markets would be an enhancement to

economic development in South Carolina which is consistent with the public interest.

Third, a settlement brings the matter to an end without delay and the uncertainty of

further proceedings, this in turn permits ORS to focus its talents and r'esources on other

matters within its area of responsibility and permits the Company to focus upon the

continued improvement and expansion of its facilities and services for the benefit of its

20 customers.
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A.

IN YOUR OPINION, IS THE SETTLEMENT AGREEMENT A REASONABLE

MEANS OF RESOLVING THE ISSUES IN THIS CASE?

Yes, it is.

WHAT IS THE BASIS FOR YOUR OPINION IN THIS REGARD?

I have several reasons for believing that the Settlement Agreement is a reasonable

means by which to resolve the disputed issues in this case. First, one of the statutory duties

of ORS is to facilitate the resolution of disputed issues involving matters within the

.jurisdiction of the Commission. I think it incumbent upon the other parties in cases before

the Commission, which in this proceeding is only CWS, to work with ORS in good faith in

an attempt to reach a settlement. I believe that the Settlement Agreement reflects a good

faith effort on the part of ORS and CWS to meet their' respective obligations in that regard.

Second, and as Dr. Skelton mentions in his testimony in support of the Settlement

Agreement, capital markets recognize the value of settlements in ratemaking cases.

Additional investment resulting from favorable capital markets would be an enhancement to

economic development in South Carolina which is consistent with the public interest.

Third, a settlement brings the matter to an end without delay and the uncertainty of

further proceedings; this in turn permits ORS to focus its talents and resources on other

matters within its area of responsibility and permits the Company to focus upon the

continued improvement and expansion of its facilities and services for the benefit of its

customer's.



In summary, the comprehensive settlement proposed by the parties in my opinion

fairly balances the interest of the customers and the Company. I therefore respectfully urge

that the Commission approve the Settlement Agreement.

4 Q. DOES THIS CONCI. UDK YOUR SKTTI.EMENT TESTIMONY?

5 A. Yes it does.

1

2

3

4

5

6

In summary,thecomprehensivesettlementproposedby thepar_iesin my opinion

faMy balancestheinterestof thecustomersandtheCompany.I thereforerespectfullyurge

thattheCommissionapprovetheSettlementAgreement.

DOES THIS CONCLUDE YOUR SETTLEMENT TESTIMONY?

Yes it does.



Exhibit F

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2006-92-WS

IN RE.;

Application of Carolina Water Service, )
Inc. for adjustment of rates and charges )
for the provision of water and )
sewer service. )

SETTLEMENT TESTIMONY
OF B.R. SKELTON, PhD.

1 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRKSS AND OCCUPATION.

2 A. My name is B.R. Skelton and my business address is 2962 Walhalla Highway, Six

Mile, South Carolina 29682. I am Professor Emeritus ofEconomics at Clemson University

and am engaged in a variety of private business endeavors, including real estate brokerage

and residential construction. I also act as a mediator and arbitrator. Since 1974, I have

mediated 190+disputes and written decisions in over 1000 arbitration cases, mostly union-

management grievances. I have also arbitrated deferrals from the courts and the NLRB.

8 Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

10 A.

12

13

PROFESSIONAL EXPERIENCE.

I received my B.S. degree in Arts k. Sciences {History k, Economics) from Clemson

University in 1956. In 1958, I received a Masters of Science degree in Agricultural

Economics from Clemson University. I received my Ph. D„ in Economics from Duke

University in 1964„
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Application of Carolina Water Serwice,
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SETTLEMENT TESTIMONY

OF B. R. SKELTON, PhD.

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION.

My name is B. R Skelton and my business address is 2962 Walhalla Highway, Six

Mile, South Carolina 29682. I am Professor Emeritus of Economics at Clemson University

and am engaged in a variety of private business endeavors, including real estate brokerage

and residential construction. I also act as a mediator and arbitrator. Since 1974, I have

mediated 190+ disputes and written decisions in over 1000 arbitration cases, mostly union-

management grievances. I have also arbitrated deferrals from the courts and the NLRB.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND

PROFESSIONAL EXPERIENCE.

I received my B S. degree in Arts & Sciences (History & Economics) from Clemson

University in 1956. In 1958, I received a Masters of Science degree in Agricultural

Economics from Clemson University. I received my Ph.D in Economics from Duke

University in 1964,



From 1959 to 1987, I was a professor of Economics at Clemson except for 1961-63

when I was in graduate school at Duke University In addition to teaching standard economic

theory, my academic background includes writing, lecturing and r esearch in the areas of labor

economics, economic development and arbitration. While at Clemson, I was a member of

the Southern Economics Association and American Economic Association. I was also a

member of the Arbitration Panel of the Federal Mediation and Conciliation Service and the

American Arbitration Association, I retired from Clemson in 1987„

8 Q. PLEASE DESCRIBE YOUR WORK IN THK REAL ESTATE FIELD.

9 A. Over time I have developed subdivisions, commercial property, apartments and

10 bought and sold real estate of all types.

11 Q. DO YOU PROVIDE ANY CONSULTING SERVICES?

13

14

15

16

I have served as a consultant to various individuals and companies, mostly wrongful

death and injury, divorce, product liability and valuation of business losses. I was President

of Economic Research and Consulting Associates prior to 1980, the business that provided

this analysis. I have testified before the PSC in one case involving a water company in

Oconee County

17 Q. DO YOU HOLD ANY OTHER PROFKSSIONAL DESIGNATIONS?

19

Yes I am a mediator and arbitr ator and am licensed by the State of South Carolina as

both a real estate broker and residential contractor. I am also an elected member of the

20 National Academy of Arbitrators and have been a member since 1981.

21 Q. WHAT IS THE PURPOSE OF YOUR SKTTLEMENT TESTIMONY?

22 A.,

23

The purpose of my testimony is to provide support for the Settlement Agreement

entered into by the parties in the proceeding on August 30, 2006., Specifically, I will be
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23
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From 1959 to 1987, I was a professor of Economics at Clemson except for' 1961-63

when I was in graduate school at Duke University In addition to teaching standard economic

theory, my academic background includes writing, lecturing and research in the areas of labor

economics, economic development and arbitration. While at Clemson, I was a member of

the Southern Economics Association and American Economic Association. I was also a

member of the Arbitration Panel of the Federal Mediation and Conciliation Service and the

American Arbitration Association I retired from Clemson in 1987.

PLEASE DESCRIBE YOUR WORK IN THE REAL ESTATE FIELD.

Over time I have developed subdivisions, commercial property, apartments and

bought and sold real estate of all types.

DO YOU PROVIDE ANY CONSULTING SERVICES?

I have served as a consultant to various individuals and companies, mostly wrongful

death and injury, divorce, product liability and valuation of business losses. I was President

of Economic Research and Consulting Associates prior to 1980, the business that provided

this analysis. I have testified before the PSC in one case involving a water company in

Oconee County

DO YOU HOLD ANY OTHER PROFESSIONAL DESIGNATIONS?

Yes I am a mediator and arbitrator and am licensed by the State of South Carolina as

both a real estate broker and residential contractor. I am also an elected member of the

National Academy of Arbitrators and have been a member since 1981.

WHAT IS THE PURPOSE OF YOUR SETTLEMENT TESTIMONY?

The purpose of my testimony is to provide support for the Settlement Agreement

entered into by the parties in the proceeding on August 30, 2006 Specifically, I will be



testifying as to the reasons why the 9,40% Return on Equity ("ROE")agreed to by the parties

is a reasonable ROE for the Company in the context of a comprehensive settlement of this

specific case and why the Commission should approve the proposed settlement,

4 Q. WHY IN YOUR OPINION IS THK SETTLEMKNT ROE OF 9.40%

10

12

SUPPORTABLE AS A REASONABLE ROE FOR THK COMPANY IN THE

CONTEXT OF A COMPREHENSIVE SETTLEMENT AGREKMKNT?

In the context of the present settlement agreement, which disposes of all issues in the

case, rates set based upon a 9.40% ROE can provide investors the opportunity to earn a

reasonable return on the Company's capital investment. Based on my knowledge of the

capital market, and my understanding of its expectations related to regulated and non-

regulated returns in the present economic context, I believe that 9.40% is a sufficient return

which the capital market would expect in the context of a comprehensive settlement„

13 Q. %'HY IS A SETTLEMENT IMPORANT TO CAPITAL MARKETS?

14 A.

16

17

19

20

21

22

23

I believe that investors place great importance on the settlement of litigation disputes

involving any industry. I am aware from my experience in mediating and arbitrating labor

disputes that the capital markets in general react favorably to the settlement ofwage/benefit

issues which comprise only one aspect of the overall financial picture for non-regulated

industries. Whether utility rate cases are settled or litigated is even more important to

investors in the utility industry as these cases involve every aspect of the financial picture of

a utility and therefore figure prominently in analysts' reports and evaluations of these cases.

The settlement of a rate case is therefore a factor that strongly influences the capital market's

assessment of the regulatory climate a utility operates in, The capital market sees settlements

as an indication of a cooperative relationship between a utility and its regulators and the other
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testifying as to the reasons why the 9.40% Return on Equity ("ROE") agreed to by the parties

is a reasonable ROE for the Company in the context of a comprehensive settlement of this

specific case and why the Commission should approve the proposed settlement..

WILY, IN YOUR OPINION, IS THE SETTLEMENT ROE OF 9.40%

SUPPORTABLE AS A REASONABLE ROE FOR TILE COMPANY IN TIlE

CONTEXT OF A COMPREHENSIVE SETTLEMENT AGREEMENT?

In the context of the present settlement agreement, which disposes of all issues in the

case, rates set based upon a 9.40% ROE can provide investors the oppor_nity to earn a

reasonable return on the Company's capital investment. Based on my knowledge of the

capital market, and my understanding of its expectations related to regulated and non-

regulated returns in the present economic context, I believe that 9.40% is a sufficient return

which the capital market would expect in the context of a comprehensive settlement..

WHY IS A SETTLEMENT IMPORANT TO CAPITAL MARKETS?

I believe that investors place great impoitance on the settlement of litigation disputes

involving any industry. I am aware from my experience in mediating and arbitrating labor

disputes that the capital markets in general react favorably to the settlement of wage/benefit

issues which comprise only one aspect of the overall financial picture for non-regulated

industries. Whether utility rate cases are settled or litigated is even more important to

investor's in the utility industry as these cases involve every aspect of the financial picture of

a utility and therefore figure prominently in analysts' reports and evaluations of these cases.

The settlement of a rate case is therefore a factor' that strongly influences the capital market's

assessment of the regulatory climate a utility operates in. The capital market sees settlements

as an indication of a cooperative relationship between a utility and its regulators and the other



participants in the regulatory process. Given this, I believe that this settlement should be

approved.

3 Q. IN YOUR OPINION, ARE THERE OTHER REASONS WHY THE COMMISSION

SHOULD APPROVE THE SETTLEMENT PROPOSED BYTHE PARTIES IN THIS

CASK?

6 A. Yes. I believe that administrative economy supports Commission approval of the

proposed settlement and that settlements should be favored since they reflect a solution

devised by the parties which is more likely to address their needs.

9 Q. WOULD YOU ELABORATE ON THAT STATEMENT?

12

14

16

Yes The Commission has scarce resources available to be used in the discharge of its

duties. These are important duties which have been delegated to the Commission by the

legislature. Settlement of this case will permit the Commission to focus its resources on other

matters within its purview, Further, in my experience as a mediator and arbitrator, I have

come to understand that part of the value of settling disputed matters is that it results in a

resolution more likely to fit the needs and circumstances of the parties than does an imposed

resolution. I believe that to be the case here. .

17 Q. DOES THIS CONCLUDE YOURTKSTIMONY?

18 A„ Yes, it does.
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participants in the regulatory process. Given this, I believe that this settlement should be

approved.

IN YOUR OPINION, ARE THERE OTHER REASONS WHY THE COMMISSION

SHOULD APPROVE THE SETTLEMENT PROPOSED BY THE PARTIES IN THIS

CASE?

Yes. I believe that administrative economy supports Commission approval of the

proposed settlement and that settlements should be favored since they reflect a solution

devised by the parties which is more likely to address their needs.

WOULD YOU ELABORATE ON THAT STATEMENT?

Yes. The Commission has scarce resources available to be used in the discharge of its

duties. These are important duties which have been delegated to the Commission by the

legislature. Settlement of this case will permit the Commission to focus its resources on other

matters within its purview. Further, in my experience as a mediator and arbitrator, I have

come to understand that pair of the value of settling disputed matters is that it results in a

resolution more likely to fit the needs and circumstances of the parties than does an imposed

resolution. I believe that to be the case here.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does..

4



Exhibit 6

EXHIBIT "G"TO SETTLEMENT AGREEMENT

DOCKET NO. 2006-92-WS
PROPOSED RATE SCHEDULE

1. Monthly Charges

Residential

CAROLINA WATER SERVICE, INC.

SCHEDULE OF RATES AND CHARGES

WATER

Base Facilities Charge per single family

house, condominium, mobile home

or apartment unit:

Commodity Charge:

Commercial

$11.09 per unit

$3.55 per 1,000
gallons or 134 cft

Base Facilities Charge

by meter size:
5/8" meter
1

B

1
5/I

2 I/

3II

nfl

$11.09
$29.02
$58.00
$92.86
$170.12
$290.20

Commodity Charge: $3.55 per 1,000
gallons or 134 cft

Charges for Water Distribution Only

Where water is purchased from a government body or agency or other entity

for distribution and resale by the Company, the following rates apply:

Residential

Base Facilities Charge per single family

house, condominium, mobile home
or apartment unit:

Commodity charge:

$11.09 per unit

$2.03 per 1,000

Exhibit G

, Monthly Charges

Residential

EXHIBIT "G" TO SE-FrLEMENT AGREEMENT
DOCKET NO. 2006-92-WS

PROPOSED RATE SCHEDULE

CAROLINA WATER SERVICE, INC.

SCHEDULE OF RATES AND CHARGES

WATER

Base Facilities Charge per single family

house, condominium, mobile home

or apartment unit: $11.09 per unit

Commodity Charge: $3.55 per 1,000

gallons or 134 cft

Commercial

Base Facilities Charge

by meter size:
5/8" meter $11.09
1" $ 29.02

1.5" $ 58.04
2" $ 92.86

3" $174.1.2
4" $290.20

Commodity Charge: $ 3.55 per 1,000

gallons or 134 cft

Charges for Water Distribution Only
Where water is purchased from a government body or agency or other entity
for distribution and resale by the Company, the following rates apply:

Residential

Base Facilities Charge per single family

house, condominium, mobile home

or apartment unit: $11.09 per unit

Commodity charge: $2.03 per 1,000
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Commercial
Base Facilities Charge
by meter size:

5/8" meter
] II

] 5 II

2 II

3II

/fan

gallons or 130 cft

$1.1.09
$29.02
$58.04
$92.86
$174.12
$290.20

Commodity charge: $2.03 per 1,000
gallons or 130 cft

The Utility will also charge for the cost of water purchased from the
government body or agency, or other entity. The charges imposed or
charged by the government body or agency, or other entity providing the
water supply will be charged to the Utility's affected customers on a pro rata
basis without markup. Where the Utility is required by regulatory authority
with jurisdiction over the Utility to interconnect to the water supply system of
a government body or agency or other entity and tap/connection/impact fees
are imposed by that entity, such tap/connection/impact fees will also be
charged to the Utility's affected customers on a pro rata basis, without
markup.

Commercial customers are those not included in the residential category
above and include, but are not limited to hotels, stores, restaurants, offices,
industry, etc.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit

building, consisting of four or more residential units (or in such other
circumstances as the law may allow from time to time), which is served by a
master water meter or a single water connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new tenant
or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service
interruptions.

When, because of the method of water line installation utilized by the
developer or owner, it is impractical to meter each unit separately, service will

be provided through a single meter, and consumption of all units will be
averaged; a bill will be calculated based on that average and the result
multiplied by the number of units served by a single meter.

EXHIBIT"A"
Page 2

Commercial

Base Facilities Charge

by meter size:

gallons or 134 cft

5/8" meter $1.1.09
1" $ 29.O2
1.5" $ 58.04

2" $ 92.86
3" $174.12
4" $290.20

Commodity charge: $2.03 per 1,000

gallons or 134 cft

The Utility will also charge for the cost of water purchased from the

government body or agency, or other entity. The charges imposed or
charged by the government body or agency, or other entity providing the

water supply will be charged to the Utility's affected customers on a pro rata
basis without markup. Where the Utility is required by regulatory authority

with jurisdiction over the Utility to interconnect to the water supply system of
a government body or agency or other entity and tap/connection/impact fees

are imposed by that entity, such tap/connection/impact fees will also be
charged to the Utility's affected customers on a pro rata basis, without

markup.

Commercial customers are those not included in the residential category

above and include, but are not limited to hotels, stores, restaurants, offices,

industry, etc.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit

building, consisting of four or more residential units (or in such other
circumstances as the law may allow from time to time), which is served by a

master water meter or a single water connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new t:enant
or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result: in service

interruptions.

When, because of the method of water line installation utilized by the
developer or owner, it is impractical to meter each unit separately, service will

be provided through a single meter, and consumption of all units will be

averaged; a bill will be calculated based on that average and the result
multiplied by the number of units served by a single meter.
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2. Nonrecurring Charges
A) Water Service Connection (New connections only) $300 per SFE*

B) Plant Impact Fee (New connections only) $400 per SFE*

Account Set-Up and Reconnection Charges
a. Customer Account Charge — for new customers only.

b. All Areas $13.50

b. Reconnection Charges: In addition to any other charges that may be due,
a reconnection fee of thirty five dollars ($35.00) shall be due prior to the
Utility reconnecting service which has been disconnected for any reason
set forth in Commission Rule R.103-732.5. Customers who ask to be
reconnected within nine months of disconnection will be charged the
monthly base facility charge for the service period they were
disconnected. The reconnection fee shall also be due prior to reconnection
if water service has been disconnected at the request of the customer.

4. Billing Cycle

Recurring charges will be billed monthly in arrears. Nonrecurring charges will

be billed and collected in advance of service being provided.

5. Extension of Utility Service Lines and iviains

The Utility shall have no obligation at its expense to extend its utility service
lines or mains in order to permit any customer to connect to its water system.
However, anyone or any entity which is willing to pay all costs associated
with extending an appropriately sized and constructed main or utility service
line from his/her/its premises to any appropriate connection point, to pay the
appropriate fees and charges set forth in this rate schedule, and comply with

the guidelines and standards hereof, shall not be denied service, unless water
supply is unavailable or unless the South Carolina Department of Health and
Environmental Control or other government entity has restricted the Utility

from adding for any reason additional customers to the serving water system.
In no event will the Utility be required to construct additional water supply
capacity to serve any customer or entity without an agreement acceptable to
the Utility first having been reached for the payment of all costs associated
with adding water supply capacity to the affected water system.

6. Cross Connection Inspection Fee

Any customer installing, permitting to be installed, or maintaining any cross
connection between the Utility's water system and any other non-public water
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.

1

Nonrecurring Charges

A) Water Service Connection (New connections only) $300 per SFE*

B) Plant Impact Fee (New connections only) $400 per SFE*

Account Set-Up and Reconnection Charges

a. Customer Account Charge - for new customers only.

b. All Areas $1.3.50

b. Reconnection Charges: In addition to any other charges that may be due,

a reconnection fee of thirty five dollars ($35.00) shall be due prior to the

Utility reconnecting service which has been disconnected for any reason
set: forth in Commission Rule R.103-732.5. Customers who ask to be

reconnected within nine months of disconnect.ion will be charged the

monthly base facility charge for the service period they were
disconnected. The reconnection fee shall also be due prior to reconnection

if water service has been disconnected at the request of the customer.

.

.

.

Billing Cycle

Recurring charges will be billed monthly in arrears. Nonrecurring charges will
be billed and collected in advance of service being provided.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service

lines or mains in order to permit any customer to connect to its water system.

However, anyone or any entity which is willing to pay all costs associated

with extending an appropriately sized and constructed main or utility service

line from his/her/its premises to any appropriate connection point:, to pay the

appropriate fees and charges set forth in this rate schedule, and comply with

the guidelines and standards hereof, shall not be denied service, unless water

supply is unavailable or unless the South Carolina Department of Health and

Environmental Control or other government entity has restricted the Utility

from adding for any reason additional customers to the serving water system.

In no event will the Utility be required to construct additional water supply

capacity to serve any customer or entity without an agreement acceptable to

the Utility first having been reached for the payment of all costs associated

with adding water supply capacity to the affected water system.

Cross Connection Inspection Fee

Any customer installing, permitting to be installed, or maintaining any cross

connection between the Utility's water system and any other non-public water



EXHIBIT "A"

Page 4

system, sewer or a line from any container of liquids or other substances,
must install an approved back-flow prevention device in accordance with 24A
S.C. Code Ann. Regs. R.61-58.7.F.2 (Supp. 2005), as may be amended from
time to time. Such a customer shall annually have such cross connection
inspected by a licensed certified tester and provide to Utility a copy of a
written inspection report and testing results submitted by the certified tester
in accordance with 24A S.C. Code Ann. Regs. R.61—58.7.F.8 (Supp. 2005), as
may be amended from time to time. Said report and results must be
provided by the customer to the Utility no later than June 30'" of each year.
Should a customer subject to these requirements fail to timely provide such
report and results, Utility may arrange for inspection and testing by a licensed
certified tester and add the charges incurred by the Utility in that regard to
the customer's next bill.

*A Single Family Equivalent (SFE) shall be determined by using the South
Carolina Department of Environmental Control Guidelines for Unit.

Contributory Loadings for Domestic Wastewater Treatment Facilities —25
S.C. Code Ann. Regs. 61.-67 Appendix A (Supp. 2005), as may be amended
from time to time. Where applicable, such guidelines shall be used for
determination of the appropriate monthly service and tap fee.
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system, sewer or a line from any container of liquids or other substances,
must install an approved back-flow prevention device in accordancewith 24A
S.C. Code Ann. Regs. R.61-58.7.F.2 (Supp. 2005), as may be amended from
time to time. Such a customer shall annually have such cross connection
inspected by a licensed certified tester and provide to Utility a copy of a
written inspection report and testing results submitted by the certified tester
in accordance with 24A S.C.CodeAnn. Regs.R.61m58.7.F.8 (Supp. 2005), as
may be amended from time to time. Said report and results must be
provided by the customer to the Utility no later than June 30th of each year.
Should a customer subject to these requirements fail to timely provide such
report and results, Utility may arrange for inspection and testing by a licensed
certified tester and add the charges incurred by the Utility in that regard to
the customer's next bill.

* A Single Family Equivalent (SFE) shall be determined by using the South
Carolina Department of Environmental Control Guidelines for Unit
Contributory Loadings for Domestic Wastewater Treatment Facilities -- 25
S.C. CodeAnn. Pegs. 61.-67Appendix A (Supp. 2005), as may be amended
from time to time. Where applicable, such guidelines shall be used for
determination of the appropriate monthly service and tap fee.
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SCHEDULE OF RATES AND CHARGES

SEWER

1. Monthly Charges

Residential —charge per
single-family house, condominium,
villa, or apartment unit:

Mobile Homes:

Commercial:

$39.00 per unit

$27.77 per unit

$39.00 per SFE*

Commercial customers are those not included in the residential category above

and include, but are not limited to, hotels, stores, restaurants, offices, industry,

etc.

Charge for Sewer Collection Only

When sewage is collected by the Utility and transferred to a government body or

agency, or other entity, for treatment, the Utility's rates are as follows:

Residential - per single-family house,
condominium, or apartment unit $25.70 per unit

Commercial - per single-family
equivalent $25.70 per SFE*

Charge for Wholesale Service (Midlands Utility) $16.53 per SFE*

The Utility will also charge for treatment services provided by the government

body or agency, or other entity. The rates imposed or charged by the

government body or agency, or other, entity providing treatment will be

charged to the Utility's affected customers on a pro rata basis, without

markup. Where the Utility is required under the terms of a 201/208 Plan, or

by other regulatory authority with jurisdiction over the Utility, to interconnect

to the sewage treatment system of a government body or agency or other

entity and tap/connection/impact fees are imposed by that entity, such

tap/connection/impact tees will be charged to the Utility's affected customers

on a pro rata basis, without markup.
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SCHEDULE OF RATES AND CHARGES

SEWER

, Monthly Charges

Residential - charge per

single-family house, condominium,
villa, or apartment unit:

Mobile Homes:

Commercial:

$39.00 per unit

$27.77 per unit

$39.00 per SFE*

Commercial customers are those not included in the residential category above

and include, but are not limited to, hotels, stores, restaurants, offices, industry,
etc.

Charge for Sewer Collection Only

When sewage is collected by the Utility and transferred to a government body or

agency, or other entity, for treatment, the Utility's rates are as follows:

Residential - per single-family house,
condominium, or apartment unit $25.70 per unit

$25.70 per SFE*
Commercial - per single-family
equivalent

Charge for Wholesale Service (Midlands Utility) $16.53 per SFE*

The Utility will also charge for treatment services provided by the government

body or agency, or other entity. The rates imposed or charged by the

government body or agency, or other, entity providing treatment will be
charged to the Utility's affected customers on a pro rata basis, without

markup. Where the Utility is required under the terms of a 201/208 Plan, or
by other regulatory authority with jurisdict:ion over the Utility, to interconnect

to the sewage treatment system of a government body or agency or other
entity and tap/connection/impact fees are imposed by that entity, such

tap/connection/impact fees will be charged to the Utility's affected customers
on a pro rata basis, without markup.



EXHIBIT "A"

Page 6

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit.

building, consisting of four or more residential units (or in such other

circumstances as the law may allow from time to time), which is served by a

master sewer meter or a single sewer connection. However, in such cases all

arrearages must be satisfied before service will be provided to a new tenant

or before interrupted service will be restored. Failure of an owner to pay for
services rendered to a tenant in these circumstances may result in service

interruptions.

Solids Interce tor Tanks
For all customers receiving sewage collection service through an approved

solids interceptor tank, the following additional charges shall apply:

A. Pum in Char e
At such time as the Utility determines through its inspection that excessive
solids have accumulated in the interceptor tank, the Utility will arrange for

pumping the tank and will include $150.00 as a separate item in the next

regular billing to the customer.

B. P ~li '~ili INC B
If a separate pump is required to transport the customer's sewage from solids

interceptor tank to the Utility's sewage collection system, the Utility will

arrange to have this pump repaired or replaced as required and will include

the cost of such repair or replacement and may be paid for over a one year

period.

C. UI II B tl PB
In order for a customer who uses a solids interceptor tank to receive sewage
service from the Utility or to continue to receive such service, the customer

shall install at the customer's expense a visual inspection port which will allow

for observation of the contents of the solids interceptor tank and extraction of

test samples therefrom. Failure to provide such a visual inspection port after

timely notice of not less than thirty (30) days shall be just cause for

interruption of service until a visual inspection port has been installed.

2. Nonrecurring Charges

A)

B)

Sewer Service Connection (New connections only) $300 per SFE*

Plant Impact Fee (New connections only) $400 per SFE*

The nonrecurring charges listed above are minimum charges and apply

even if the equivalency rating of a non residential customer is less than

one (1). If the equivalency rating of a non residential customer is greater
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than one (1), then the proper charge may be obtained by multiplying the
equivalency rating by the appropriate fee. These charges apply and are
due at the time new service is applied for, or at the time connection to the
sewer system is requested.

Notification, Account Set-Up and Reconnection Charges

a. Notification Fee

A fee of four dollars ($4.00) shall be charged each customer to whom the
Utility mails the notice as required by Commission Rule R. 103-535.1 prior to
service being discontinued. This fee assesses a portion of the clerical and

mailing costs of such notices to the customers creating the cost.

b. Customer Account Charge - for new customers only.

All Areas $13.50

A one-time fee to defray the costs of initiating service. This charge will be
waived if the customer also takes water service.

c. Reconnection Charges: In addition to any other charges that may be due,
a reconnection fee of two hundred fifty dollars ($250.00) shall be due

prior to the Utility reconnecting service which has been disconnected for

any reason set forth in Commission Rule R.103-532.0. Where an elder

valve has been previously installed, a reconnection charge of thirty-five

dollars ($35.00) shall be due. Customers who ask to be reconnected
within nine months of disconnection will be charged the monthly service

charge for the service period they were disconnected.

Billing Cycle

Recurring charges will be billed monthly, in arrears. Nonrecurring charges will

be billed and collected in advance of service being provided.

5. Toxic and Pretreatment Effluent Guidelines

The Utility will not: accept or treat any substance or material that has been
defined by the United States Environmental Protection Agency ("EPA") or the
South Carolina Department of Environmental Control ("DHEC") as a toxic

pollutant, hazardous waste, or hazardous substance, including pollutants

falling within the provisions of 40 CFR 129.0 and 001.15. Additionally,

pollutants or pollutant properties subject to 40 CFR 403.5 and 003.6 are to be
processed according to the pretreatment standards applicable to such

pollutants or pollutant properties, and such standards constitute the Utility's
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minimum pretreatment standards. Any person or entity introducing any such

prohibited or untreated materials into the Company's sewer system may have

service interrupted without notice until such discharges cease, and shall be
liable to the Utility for all damages and costs, including reasonable attorney's

fees, incurred by the Utility as a result thereof.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service
lines or mains in order to permit any customer to discharge acceptable
wastewater into one of its sewer systems. However, anyone or any entity

which is willing to pay all costs associated with extending an appropriately
sized and constructed main or utility service line from his/her/its premises to
an appropriate connection point, to pay the appropriate fees and charges set
forth in this rate schedule and to comply with the guidelines and standards

hereof, shall not be denied service, unless treatment capacity is unavailable

or unless the South Carolina Department or Health and Environmental Control

or other government entity has restricted the Utility from adding for any
reason additional customers to the serving sewer system.

In no event will the Utility be required to construct additional wastewater
treatment capacity to serve any customer or entity without an agreement
acceptable to the Utility first having been reached for the payment of all costs
associated with adding wastewater treatment capacity to the affected sewer

system.

A Single Family Equivalent (SFE) shall be determined by using the South

Carolina Department of Environmental Control Guidelines for Unit

Contributory Loading for Domestic Wastewater Treatment Facilities -25
S.C. Code Ann. Regs. 61-67 Appendix A (Supp. 2005), as may be
amended from time to time. Where applicable, such guidelines shall be
used for determination of the appropriate monthly service and tap fee.
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